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BUSINESS WILL BE GOOD IN 1949 


By E. A. KRAUSS | 
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_ SIGNIFICANT 1949 EARNING TRENDS IN WW) ” 
' THIRD QUARTER CORPORATE REPORTS ese 


By J. C. CLIFFORD 


* 
FOUR LOW-PRICED BARGAINS 


—Selling at sub-normal price earnings ratios 
—Paying 7% and more in dividends 
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Mor C than Foes 


OF STEEL & IRON 
ARE WORKING 


FOR THIS LITTLE LADY! 


HERE are over 14,500 pounds of iron 
f eer steel in use for every man, wo- 
man and child in the country. That stag- 
gering figure of over 7 tons per person is 
based on a total estimated at over a bil- 
lion net tons. 

Since 1900, the amount of iron and 
steel in use in this country has increased 
about three and a half times as fast as the 
nation’s population. This phenomenal 
increase is not only a good indication of 
the rapid rise in our living standards, but 
also shows why today’s demands for steel 
and products of steel have reached such 
enormous peaks. 

That billion tons of steel “in use” to- 
day is in the form of buildings, bridges, 
farm equipment, rails and railroad equip- 
ment, pipe lines, ships, and thousands 
upon thousands of other steel objects like 
automobiles, household equipment, cans 
for food and other substances; right on 
down the line to pins and paper clips. 

When you consider these facts, it’s not 
hard to understand why it’s a big job for 
the steel industry to keep pace with the 
steel needs of the nation. 

United States Steel is doing its very 
best to meet these increased demands 
with a three-quarter billion dollar pro- 
gram for additional steel-making facil- 
ities and general modernization. Helping 
to make the steel which is indispensable 
to our modern civilization is the major 
job of the industrial family that serves 
the nation .. . United States Steel. 
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ELECTRIC BOND AND SHARE 
COMPANY 


Common Stock Dividend 


The Board of Directors has 
declared a dividend, subject to 
the approval of the Securities 
and Exchange Commission, on 
the Common Stock, payable 
December 24, 1948, to stock- 
holders of record at the close 
of business December 2, 1948. 
The Company will distribute 
shares of Carolina Power & 
Light Company Common Stock 
at the rate of one share for 
each sixty shares of Common 
Stock held. No fractions of 
Carolina stock will be issued 
but, in lieu thereof, the cash 
equivalent will be paid, which 
is equal to the rate of fifty cents 
(50¢) per share on the Elec- 
tric Bond and Share Company 
Common Stock. All Bond and 
Share stockholders owning less 
than sixty shares of Common 
Stock will receive only cash. 


B. M. BETSCcH, 
Secretary 








November 18, 1948. 











Rovan TYPEWRITER 
Company, Ine. 


A dividend of 134%, amounting to 
$1.75 per share, on account of the 
current quarterly dividend period: 
ending January 31, 1949, has been 
declared payable January 15, 1949 
on the outstanding preferred stock 
of the Company to holders of pre- 
ferred stock of record at the close 
of business on January 3, 1949. 

A dividend of 50¢ per share has 
been declared payable January 15, 
1949, on the outstanding common 
stock of the Company, of the par 
value of $1.00 per share, to holders 
of common stock of record at the 
close of business on January 3, 
1949. 

November H. A. WAY 


24, 1948 RUYAl Secretary 


Makers of “WORLD'S GREATEST LIGHTER” 


RONSON 


Dividend No. 72. m. 


Board of Directors ot this Corporation 
has this day declared a regular quar- 
terly dividend of Thirty Cents (30¢) 
per share on outstanding Common 
Stock and an extra dividend of $1.70 
per share, payable December 20, 1948 
to stockholders of record at the close 
of business on December 10 1948 


RONSON ART METAL WORKS, INC. 
NEWARK, NEW JERSEY 
ALEXANDER HARRI». Fressdeni 


ALEXANDER H. ARONSON. 
Nov. 16. 194° Vier Pres. anc Treas. 
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THE MIDDLE EASTERN SCENE 














Photo by Press Assoc. 


The vital importance of the Middle East to us and the world of free nations is highlighted in the article, 
on page 227: ‘Where Do We Stand In The Strategic Middle East.” From the pen of an observer just 
back from a survey of conditions in that area, it is authoritative and up-to-date. It shows the need for 
a realistic policy in dealing with the manifold problems confronting us, from Turkey to Saudi Arabia, 


from Palestine to lran. 


(Picture above shows Sponge Drivers in Turkey’s Sea of Marmara) 
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The Trend of Events 


THE ANTI-INFLATION PROGRAM... We must welcome 
President Truman’s appointment of a committee, 
headed by Dr. Edwin G. Nourse, able chairman of 
the Council of Economic Advisers, to draft an anti- 
inflation program as the basis for legislation which 
the President will request of the 81st Congress. We 
welcome it because we feel that inflation rather than 
deflation is still the greater danger, and that it’s time 
that something be done about the cost of living which 
is sorely straining an ever increasing number of 
consumers. We also welcome it because in attempt- 
ing to cope with inflation, there is no longer a situ- 
ation in which the President and Congress can engage 
in mutual recrimination on the subject. From now on 
it is solely the Administration’s responsibility. 

Dr. Nourse has promised a definite program, stat- 
ing “it will be prepared in the light of the present 
situation, the (Democratic party) platform, and the 
program of the President as it has been revealed.” 
The implications of this statement, from the stand- 
point of practical and constructive action, seem to 
hold certain contradiction in that they suggest a 
mingling of economic considerations with political 
ones. This impression is fur- 


prices for farmers, both basic considerations. It is 
easy to see how the Secretary of Agriculture will do 
his utmost to stand up for farm price support, how 
the Secretary of Labor will be uninclined to propose 
or support anything that might deviate from the 
party’s pledge to raise the general wage level. Fact 
is that both prices and wages, unfortunately, have be- 
come politics, rendering difficult any wise economic 
policy. Little wonder that hopes for such a policy at 
present are not too sanguine. 

Whether there will be more inflation and higher 
living costs will depend importantly on farm prices 
and labor wages. The former cannot go much below 
current high support levels; wages are about to be 
upped again as the “fourth round” is getting under 
way. And in view of the parity formula, there is a 
direct interrelationship between the two. If inflation 
is to be stopped, the stopping place must be found 
chiefly in these particular fields. Price controls at 
best can be of only minor help, if of any help at all. 


PRICING CONFUSION ... What to do about the pricing 
policies of American business is destined to become 
one of the hottest issues on the 





ther strengthened by the com- 
position of the coordinating 
committee consisting of five 
Cabinet members and_ the 
chairman of the Federal Re- 
serve Board, which makes it 
likely that any forthcoming 
program will probably be 
short of economic perfection. 
In facing the inflation prob- 
lem, the commission will have 


> pil aie My 
to deal with labor’s wages and eh ee ae 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” — on 
page 246 in this issue. This regular fea- 
ture represents a valuable supplement to 
Mr. A. T. Miller’s stock market analysis, 
of importance to investors as well as to 
business men. To keep informed of the 
forces that may shape tomorrow’s mar- 


agenda of the 81st Congress. 
This became readily apparent 
as the Senate subcommittee on 
Trade Policies heard a great 
many witnesses, representing 
big and little business, declare 
that Congress must do some- 
thing to eliminate the haze of 
confusion which hangs over 
the pricing systems. “We want 
to know, and in definite lan- 
guage,” they said, “which are 
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legal and which are illegal pricing systems.” Business, 
in short, wants the rules of the game clarified, but so 
far the attitude of FTC spokesmen far from con- 
tributed to clarification of anything. 

The FTC has declared that the basing point system 
is “discriminatory and artificial.” If the testimony of 
witnesses before the subcommittee is any criterion, 
the average business man doesn’t care what name is 
affixed to the pricing system he is permitted to use, 
- go long as it permits freight absorption — the very 
thing that the FTC is out to eliminate. Virtually 
every one of them expressed the hope that f.o.b. pric- 
ing would be a last resort, opining that if it ever 
became mandatory, they would have grave fears for 
the future of their business. 

Strangely, FTC spokesmen have accused those who 
are asking Congress to legalize their pricing practices 
as desiring to weaken the anti-trust laws. This accu- 
sation hardly holds water. Nor is the Commission’s 
belief that the enforcement of the anti-trust laws 
must be kept flexible, of particular help in clearing up 
the confusion that has been created. As it looks now, 
Congress will ultimately have to lay down the rules, 
which poses the danger of a political decision. And 
political decisions in business matters, as we all 
know, are seldom the best decisions. 

The basing point question raises the issue of free- 
dom to compete. No one denies that unrestrained 
competition may go too far socially, just as lack of 
competition is undesirable and contrary to deeply 
embedded American practice. However, the danger 
in the field of legislation lies far more in the restraints 
upon competition than in undue freedoms, as past 
experience has shown. We can hardly have forgotten 
the dangers revealed in the NRA days from the at- 
tempts to lessen competition, and to protect those who 
could not survive stiff competition. Congress should 
bear this in mind when it tackles the task of codifica- 
tion of pricing policies which tells business what it 
may do and what it cannot do. 


CHINA POLICY... What should be done to try to save 
China from communism is one of the burning ques- 
tions of the day; still it appears that no definite policy 
has as yet been formulated at this writing. It is an 
issue of momentous concern to us if we are serious 
about halting communist aggressions, as we doubtless 
are. Hence we can hardly resort to a new form of iso- 
lationism by concentrating on efforts to save Europe 
while the Red tide engulfs all Asia. 

Developments in North China have been alarming. 
It is no exaggeration to say that the military successes 
of the communists in Manchuria, if not arrested, may 
cost the Western powers the whole of the Far East, 
with incalculable consequences to the economy of 
Europe and the world at large, and with no less 
serious political repercussions. Unless we are willing 
to abandon China, which no one can rationally advo- 
cate, we shall have to show the same sort of leader- 
ship as we have shown in dealing with the problems 
of Greece and Turkey. 

The Chinese problem is, however, infinitely more 
complicated and difficult. A policy of all-out aid due to 
the country’s tremendous population and vast area, 
confronts us with a serious dilemma: How far can we 
affora to go? A $5 billion figure was recently men- 


tioned in Washington as the cost of a full-scale China 
program, yet many sober observers are inclined to 
question its adequacy. Some hold that an indefinite 
amount for an indefinite number of years would be 
about as sound an estimate as could be made. To add 
such a commitment to those already made in Europe 
would be no light matter. It doubtless explains why 
the Administration is reluctant to arrive at hasty 
decisions. 

There are probably other reasons, one of them the 
question whether Chiang Kai-shek and his followers 
can constitute the sort of Government that would be 
required if further aid is to be successful. For in the 
debate about China, there is a tendency to lose sight 
of the point that whatever we do in China cannot be 
more important than what the Chinese themselves 
do. China might still be saved with a reasonable 
amount of American assistance, if the opponents of 
communism there seek to defeat the Reds not only 
with weapons, but with efficient and honest adminis- 
tration and with greater and more sincere concern 
for the welfare of the Chinese people. This would 
seem one of the requisites of further aid, regardless 
of its scope. 


NATIONALIZING STEEL IN BRITAIN ... The British 
Labor Government’s bill providing for nationaliza- 
tion of the steel industry has not unexpectedly be- 
come the subject of acrimonious public debate in 
Britain. The British public has accepted the fact that 
it will have to live in a “mixed’’ economy — part 
socialist and part capitalist. But if steel, a basic in- 
dustrial raw material, is nationalized, the result will 
be a predominantly socialist economy with only a 
small admixture of free enterprise. ; 

In this connection, the debate between Messrs. 
Churchill and Cripps, able spokesmen for both sides, 
has been most enlightening. Mr. Churchill went to 
the root of the matter in making the issue the occa- 
sion for a defense of free enterprise. Sir Stafford 
Cripps, Britain’s economic czar, directed some legiti- 
mate criticism at the past behaviour of the steel in- 
dustry, though he hardly was able to prove that 
nationalization is the only remedy. While the steel 
industry in Britain is a quasi-monopoly, there should 
be a less radical way of safeguarding the public 
interest. 

The post-war production record of the British steel 
industry has been excellent, and if production is the 
goal — if only economic factors are decisive — the 
Labor Government would be well advised to leave the 
industry alone. But doubtless political factors, per- 
haps political appeasement of the Labor Party’s Left 
Wing, are playing a prominent role and in Britain’s 
present condition, this is a dangerous game. 

The Labor Government has enough votes to force 
the bill through; but likely as not, the final word will 
not be said until after the next general elections in 
1950 when the British voters have an opportunity 
to decide whether to continue, as Mr. Churchill put 
it, with the “Socialist meddlers and muddlers” or 
whether they will be better served by an economy in 
which private enterprise is still allowed to furnish 
some of the drive and ingenuity so urgently neces- 
sary to pull Britain through the difficult post-war 
years. 
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As J See Jt! 


BY CHARLES BENEDICT 


LED BY THE NOSE! 


3 or some time our foreign policy seems to have 
been made in London. Or at least we have permitted 
England either to change our attitude or reverse our 
decisions with a frequency that is becoming very dis- 
turbing, especially since lack of vision by British 
statesmen is responsible for the diplomacy which for 
the past several decades has resulted in weakening 
and undermining the 
British Empire, encour- 
aging ambitions of vari- 


‘‘NOT HARD TO UNDERSTAND’’ 


establishing of important bases to blunt Russia’s plan 
for world domination. Actually it is oil. 

As a result of a well developed strategy in this 
part of the world, Britain won the adherence of our 
state Department, eager to bulwark our position 
against the Russians — and collaboration from vari- 
ous of our industrialists too, unwisely believing that 
they could put their heads 
in a hungry lion’s mouth 
with impunity. 





ous dictators, and bring- 
ing unrest to important 
areas around the world. 
The truth is that Brit- } — 
ish leadership has long 
lacked the brilliance of 
earlier days. Instead of 
working for the greater 
power and glory of the i 
/ 
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national industrialists ! 

and financiers who self- desi \ 
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they may. 
It was this weakness 4 
that encouraged Hitler to ed if 
world ~/N'7 





adventure for 

power. It was responsible 
too, for the folly which 
gave the green light to 
Japan when she attacked 
Manchuria in 1932. Al- 
though warned of the 
consequences by Secre- 
tary of State Stimson, 
and despite his protests, 





It has been interesting 
indeed to observe the in- 
genuity and resourceful- 







BUT I DONT ness Britain employs to 
HAVE MUCH gain her ends — yet, in 
CONFIDENCE the final analysis, she is 
OR e always counting on luck 
TRUST, to “muddle through.” 
| —_ Backing an impover- 
—_ a ished conglomeration of 
4 Arab States, unfriendly 
— and jealous of each other, 


is one of the most fool- 
hardy and costly ventures 
yet undertaken by Brit- 
ain. Certainly the humili- 
ation of defeat will only 
tend to increase the exist- 
ing hatred for the British 
who will be blamed for 
selfishly leading them into 
a losing war — and it 
may have serious reper- 
cussions on our own inter- 
ests and cost us plenty as 
the backer of British 
policy. 

Without the means to 
wage war, the oil-rich 
Arab States are now 








the British refused to live Dowling in the New York Herald Tribune 


up to their agreement to 
check Japanese expansionist ambitions. The result 
was Pearl Harbor. 

Not only Britain, but the whole world has suffered 
from these short-sighted and foolish policies which 
were multiplied many times in less important though 
critical issues — in India, where divide-and-rule 
brought revolt and civil war—and in Australia, 
where money-lenders’ greed estranged the country 
even before the war — with related kinds of extor- 
tion in China and elsewhere. 

In view of these circumstances, we must watch our 
step in the Mediterranean where Britain has concen- 
trated with such great intensity since the war. Pre- 
viously the excuse was the need for maintaining the 
life line to India. Today, the avowed purpose is the 
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clamoring formore funds, 
claiming that their treas- 
uries have already been strained to the vanishing 
point by the war. Iraq, acutely pinched, is seeking 
loans as well as higher royalties from oil concessions. 

Since Britain cannot foot the bills to meet these 
demands, she will, as in the past, call upon the United 
States to do so, this time in order that the Arabs 
may carry on what is evidently a most illogical war, 
as far as we are concerned. The whole thing is not 
only futile but positively dangerous, especially since 
it is clearly evident that the establishing of the 
Israeli State on a firm foundation is the best security 
we can possibly have in that strategic area. 

In the meantime, Russia is manoeuvering to benefit 
from this absurd policy. While posing as the friend 
of the Israeli on the (Please turn to page 258) 
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Market Forming New Base 





Due to tax-selling and prevailing political uncertainties, a moderate extension of the 
November decline is not impossible over the near term. But we regard this as a 
trading-range swing, not a bear trend. Therefore, the market is at a level more oppor- 
tune for gradual accumulation of good stocks in periods of softness than for liquidation. 


Y t is appropriate to begin this analysis with a 
brief review of what has happened in the market since 
the election. First, there was the period of shocked 
surprise and emotional selling. This lasted only six 
days, but three concentrated waves of liquidation, on 
relatively heavy volume, forced a decline of nearly 
17 points in the Dow-Jones industrial average. That 
phase was followed by an unimpressive rally on small 
volume, extending over nine trading sessions and 
making up less than a fourth of the 17-point decline. 
This rally was washed out in a slow sell-off which per- 
sisted throughout the Thanksgiving-holiday week, 
carrying the daily averages to new lows, by a small 
margin, for the post-election move. 

For further perspective, the industrial average 
stands, at this writing, about 20 points under the top 
level of the broad trading range which has been 
maintained for the last two years or so, but about 
10 points above the double-bottoms of 1946 and 1947. 


By A. T. MILLER 





The rail average is at approximately the half-way 
point in its two-year trading range, roughly 12 points 
under the 1948 high, 12 points above the 1947 low. 
The latest sell-off, incidentally, has narrowed the gap 
between the Demand and Supply lines on the Market 
Support Chart below to seven points, from seventeen 
points a week earlier, but still in favor of Demand. 
Buying and selling lines are now in near-equal 
balance. 

From time to time in these last two years the mar- 
ket has “looked bad,” only to disappoint the bears by 
failing to develop a major downtrend. From time to 
time it has “looked good,” but disappointed the bulls 
by failure to develop a sustained uptrend. During this 
long period there have been real bull markets in some 
individual stocks — for instance oils — and real bear 
markets — as, for example, in air lines — in others. 
But generally speaking, stocks have been a buy when 
market action appeared most dubious from a “tech- 
nical” viewpoint; and a sale when 
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speculative - investment hopes were 
highest. 


ao Probably In Buying Zone Now 
310 

There is, of course, no reason to 
think that a 30-point range for the in- 
dustrial average, within the limits of 
193-163, has become permanent. No 
doubt there will be a bear market some 
time in the future, under bear-market 
conditions in business, corporate earn- 
ings and dividends. But the required 
conditions are not in sight; and we be- 
lieve it is improbable that they will de- 
velop in 1949. Meanwhile, it seems 
reasonably clear that uncertainty or 
worry about what the Truman Adminis- 
tration may do is not enough in itself 
to make the November downswing 
more than another trading-range affair, 
although it is quite possible that it may 
be moderately extended during a por- 
tion of December. 

If this view is correct — and we feel 
confident that it is — selected stocks 
can be considered a buy anywhere in 
this bottom 10-point zone of the old 30- 
point range. It is, of course, impossible 
for anyone to foresee the exact low 
point, or when it may be made. We 
think that another phase of emotional 
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fore,considerable tax-selling 
is indicated; and under the as 4 
immediately prevailing po- | | | 
litical uncertainties many 40 j 

such sellers prefer to hold | Igy 

the cash temporarily, rather 
than switch at once into 
other stocks. Under the cir- 
cumstances, the chances ap- 
pear against a significant 
rally at least until near the 
year-end, with some further 
slow decline not unlikely 
meanwhile. 

Nor would it be surpris- 

ing if the unusual impor- 
tance which is now commonly attached to the Presi- 
dent’s January messages to Congress results in re- 
stricting the usual seasonal year-end rally. However, 
we think that the President’s program will be a mod- 
erate one; and that, were it otherwise, it would 
almost certainly be made moderate by Congress. 
Hence, we reason that the detailing of the Truman 
program in late January will probably find the mar- 
ket either somewhat higher than it now is or not 
materially lower. 
_ We strongly urge you not to let your political lean- 
ings distort your judgment. Despite the hocum talked 
in election campaigns, politics does not have a great 
deal to do with booms and depressions. By happen- 
stance, we are having a postwar boom in which both 
total and corporate earnings and total dividends have 
surpassed all former levels. This has happened with 
Mr. Truman in the White House, regardless of any- 
thing he did.or did not do. Probably the boom will 
end within the four-year term to which he has been 
elected, whatever he does, as it would also do under 
any other Administration; but the end is not now 
foreseeable. 

In Socialist England the stock market trend is now 
upward, and has been for some months — for eco- 
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nomic-financial reasons having nothing to do with 
political ideology. Since last July Reuter’s industrial 
index has risen from a low of 127.7 to above 141. 
American shares have been in particular favor, re- 
vealing British confidence in the American business 
outlook. There is no question of Socialism here; 
merely a fairly mild extension of the New Deal to 
which we have become accustomed since 1932. That 
is made possible not primarly because of the labor 
or the farm vote, but mainly because the country is 
prosperous. All past history has demonstrated that a 
boom is itself the most effective vote-getter for any 
incumbent Administration, and that a depression is 
political poison. Obviously, Mr. Truman wants no 
depression, nor even a moderately painful recession. 
In fact, it is a good bet that he would do almost any- 
thing — including embracing a deliberately infla- 
tionary policy — if he thought it necessary in an 
effort to stave off or restrict a threatening slump in 
business. 
Dividend Outlook Favorable 


We believe that well-covered dividends, yielding at 
present an average of more than 6% on industrials 
and utilities, and over 7% (Please turn to page 260) 
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BUSINESS 


WILL BE GOOD 
in 1949 





By E. A. KRAUSS 


4: may be too early to say what the long- 
range effects of President Truman’s surprise elec- 
tion victory will be on our economy, but it is a safe 
assumption that the prophets of gloom, prone to 
foresee a quick collapse of prosperity as the in- 
evitable aftermath, will be just as wrong as the 
pollsters. Like the latter, they seem to misjudge the 
President in many ways, endowing him with motives 
and views which do not exist. And like many profes- 
sional crepe hangers, they mistakenly think that 
prosperity depends on the political party in power. 
Nothing could be further from the truth. 

Broad cycles of economic forces work themselves 
out regardless of politics or the party in power, and 
this fact is likely to become apparent as we go 
along. Even today, as business and financial leaders 
are recovering from the election shock, they are 
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wondering whether the election will really make 
any difference, whether there is a justifiable reason 
for believing that the business outlook has changed. 
They will find that the election has affected senti- 
ment rather than actual business and actual plans, 
that the boom continues to be fed by strong forces 
that assure a high level of business activity in 1949. 
Despite certain negative factors such as the ap- 
parent flattening out of the business curve (evident 
before the elections), a wide scattering of soft spots, 
signs that commodity prices may have passed their 
peak, there are no perceivable marks of an overall 
deterioration of the business situation. The prospect 
is that we can enjoy a relatively stable and healthy 
economy for a considerable period ahead. 


Factors of Strength 


Industrial production is high; wages are at peak 
rates and employment is straining manpower re- 
sources; business spending is charted at high rates. 
There is still a shortage of steel, autos, housing and 
essential machinery, plus a vast backlog of indus- 
trial improvements and expansion awaiting a more 
settled outlook. We have had excellent crops, sus- 
taining farm income at near record levels despite 
lower farm prices. National income and consumer 
spending is at record levels, and our population — 
with all its variegated needs and wants — is some 
19 million larger than a decade ago. Foreign aid 
and defense outlays will run high, and the Adminis- 
tration stands committed to a variety of other 
measures such as public housing, power projects, 
education aids, etc., that will inject many hundreds 
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of millions into the economy. 

In short, all the elements for continued prosperity 
exist. Why the gloom? Prior to the election, the 
business outlook generally was adjudged with 
optimism. Why should the election outcome suddenly 
alter the prospective business pattern? After all, 
the political atmosphere is only one factor in the 
economy. While it may temporarily create some 
doubt and hesitation, it can hardly stop the indus- 
trial wheels from grinding out a high standard of 
living for the nation. 

The pre-election prognosis of well sustained busi- 
ness rested on two major points: (1) The prospect 
of no more than a moderate drop in business spend- 
ing. And (2) that any drop, if it occurred, would be 
offset by rising Government expenditures. In com- 
bination, it was reasoned, these elements would 
assure continuation of high production, employment, 
income, consumer spending and trade generally not 
far from current levels. 


The New Business Fears 


The new “bogies” center primarily on fears that 
the threat of higher business taxes, higher wages, 
possibly more inflation, and generally a less friendly 
attitude towards business will cause substantial re- 
trenchment of business spending with its inevitable 
recessive aftermath in the overall economy. For- 
gotten is the fact that the threat of more inflation, 
the prospect of another round of wage increases, 
existed anyhow; that labor difficulties would hardly 
have evaporated overnight; that even a Republican 
Administration would have found it impossible to 
alter radically its general economic approach. True, 
business expected a more favorable “climate,” and 
that hope is now fading. But it hardly means that 
business will be forced to operate under conditions 
less favorable than in the past, and the past has 
proved highly profitable. 

In their entire approach the pessimists also ig- 
nore that a sound, high-level economy is not only 
imperative from a domestic standpoint but even 
more so for international policy reasons. A recession 
or depression brought about by ill-timed or ill- 
conceived social or economic measures, and accom- 
panied by mass unemployment and general economic 
weakness, would be a severe blow to our foreign 
policy and our world prestige. There is not the 
slightest reason to believe that the Truman adminis- 
tration, by its measures, will deliberately promote 
anything of the sort. Rather, should recessive trends 
develop, it would combat them with vigorous 
counter-measures. 


The Administration’s Goal 


The Administration’s economic goal is mainte- 
nance of a high level of economic activity with 
greatest possible avoidance of further inflation — 
without stumbling accidentally into deflation. So 
long as international conditions remain strained and 
uncertain, the country’s major need is to bolster the 
economy as much as possible and avoid any defla- 
tion that would weaken us, however temporary it 
may be. No one knows this better than the Presi- 
dent. Besides, deflation would at once kill any 
thought of higher business taxes, or anyhow lower 
tax revenues, robbing the Government of the chance 
to balance the budget swollen by arms outlays and 
ECA spending. 
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In view of these considerations, and they are com- 
pelling, we can be sure that the Administration 
will step gingerly so as not to upset the economic 
apple cart. It is one reason why, though many sign- 
posts point to further inflation and the Administra- 
tion stands committed to fight it, fears that business 
may be subjected to a great many more and crip- 
pling controls appear exaggerated. Actually the 
business climate may change very little. The Presi- 
dent does not suggest anything like a straitjacket 
and congressional leadership remains basically con- 
servative, thus any radical legislation can be 
checked at the source. Basic Government thinking, 
it appears, is primarily concerned with ways and 
means of keeping the boom going without serious 
disturbance in either direction, on the upside or 
downside. It is an aim in which business can go 
along. 


Potential Area of Controls 


In the field of direct controls, business fears allo- 
cations, yet allocations of scarce materials could 
only be justified for steel (where voluntary alloca- 
tions are already in force) and for non-ferrous 
metals such as copper and lead, tin and antimony. 
Inventory controls are not needed, thus hardly a 
realistic prospect, since inventory policies generally 
are already on the cautious side. 

Business also fears price controls, and doubtless 
the President will insist on, and get, standby con- 
trols as a central part of his anti-inflation program. 
Whether they will be applied is another matter, 
since in many fields prices are easing and buyers’ 
markets returning. There are few areas where price 
controls might actually appear justified even from 
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the Administration standpoint. Metals and oil prod- 
ucts are perhaps the most likely candidates but all 
will depend on the further price trend. On an over- 
all basis, we have been for some time in the middle 
of a substantial price decline with only metals re- 
maining strong. Thus the area of applicability of 
price controls is not likely to widen unless arms 
spending is stepped up materially with its inevitable 
inflationary impact, or unless fourth round wage 
boosts lead to another upward spiral. 

Wage controls are hardly in the cards. Rent con- 
trol will stay, to be sure. To round out his anti- 
inflation program, the President will doubtless want 
continuation of already existing indirect controls, 
some of them expiring early next year. These in- 
clude consumer credit controls, currently in effect. 
Bank credit controls may be tightened somewhat but 
fiscal authorities will move with great care so as 
not to promote undue deflation. Export controls will 
likewise have to be renewed. None of these are 
real threats to business. 

Labor relations and ‘fourth round” implications 
are other disturbing clouds on the business horizon. 
Admittedly labor’s position has been strengthened 
by the elections but it would be premature to assume 
that it can use its new strength to force through 
uneconomic wage hikes. The extent of fourth round 
boosts will hinge importantly on the trend of the 
cost of living, many items of which have held steady 
or been declining. 


Labor Faces Weighty Issues 


Also, in embarking on another round, labor will 
now face the issue of labor cost as a factor in pro- 
duction, of prices and price trends generally, as well 
as of the absorptive power of the existing market. 
Labor has come to realize, or soon will be forced to 
it, that if some important goods are priced out of 
a substantial share of the market, some workers 
may find themselves priced out of employment un- 
less their wage ideas are revised or their produc- 
tivity stepped up. 

In short, despite labor’s strength, it will not have 
everything its own way. There are indications that 
the unions realize this, hence they seem eager to 
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avoid going off the deep end. But it must be ad- 
mitted that wage demands probably will be pushed 
more vigorously than under a Republican adminis- 
tration, and it may spell trouble for certain indus- 
tries, and particularly marginal concerns. 

For the first time since the war, not all companies 
will be able to pass on wage boosts in the form of 
higher prices. To the extent that they are therefore 
determined to resist wage advances, it poses a 
threat of strikes. Industries with large earnings 
such as automobiles, oil, steel, chemicals and others 
will have little to fear; their market is such that 
they can accede to wage demands and raise their 
prices without jeopardizing markets — but it is 
here where price controls might enter. 

Others, and especially high-cost producers, will 
find themselves in a more difficult position. Some 
like the railroads, airlines, the motion picture in- 
dustry, etc. will find themselves in a tight squeeze. 
Much depends not only on the size of wage demands 
but on the Administration’s attitude towards com- 
pensatory price increases. Clearly, the main purpose 
of the requested stand-by controls is to hold a club 
over business so as to minimize fourth round im- 
pacts in the price field. Their judicious use, or ab- 
sence of use, will do much to allay business fears 
in that respect. 

This leaves the prospect of higher taxes as the 
remaining big worry. Though unofficial utterances, 
emanating from various members of the Congress, 
make higher taxes appear a certainty, a minority 
opinion holds that tax boosts will only be imposed 
if and as required by Government spending. As 
earlier mentioned, the onset of any recessionary 
trend would make it much more doubtful than cer- 
tain. But since such a development is unlikely, 
business probably will have to face higher imposts, 
most likely in the form of a straight increase of 
corporate income tax rates. How great a potential 
threat could that be to business profits? 


Budget and Tax Outlook 


The next budget is likely to come to about $47 
billion, but as the yield of present taxes rises with 
the increase in income, the total tax yield on the 
present rate basis should come close to $46 billion, 
leaving a deficit of about $1 billion to be balanced 
with higher business taxes. But probably the Gov- 
ernment may want to raise between $3 billion and 
$4 billion in new taxes, partly for debt reduction 
and partly to finance fulfillment of campaign 
promises implying substantial spending activities. 
Such a tax increase would amount to roughly 10% 
of present annual corporate earnings before taxes. 
It would leave corporate profits still at a rate such 
as prevailed about mid-1947 or during the first 
quarter of 1948, levels which were by no means bad. 
Naturally the actual impact would vary consider- 
ably among individual companies, but on the whole 
the blow to corporate profits would be fairly 
moderate. 

To what extent circumscription of corporate 
profits would affect business spending must neces- 
sarily remain a moot question, though for the time 
being, no more than possibly a mild hesitation can 
be noted. Some fear that a drop in business spend- 
ing, anticipated for 1949 even before the elections, 
might come sooner and be more drastic than other- 
wise, making for initially recessive business trends 
until offset by Government spending. 

Others argue that (Please turn to page 252) 
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outlook for the 
consumer goods 
industries are now, in the opinion of many analysts, 
more widely divergent than at any time since the 
outbreak of war in Europe nine years ago. The 
prolonged cycle of wartime and postwar boom, with 
its sharp intermediate fluctuations, is now history. 
The existence today of so many cross-currents may 
seem frightening, or at least strange, yet this is 
only because it has been so long since a reasonable 
balance between supply and demand last prevailed. 

In truth, nothing could be more “normal” than 
to have continual divergences among different in- 
dustries. It would, in fact, be an ideal state of 
affairs if the inevitable readjustments in the differ- 
ent lines could follow one another, so that their com- 
binded total kept on a fairly even keel, rather than 
having them converge at one time and thereby 
cause a major swing in business as a whole. 

_There are many factors in the business and finan- 
cial news having a general effect upon the consumer 
goods industries, and many other factors whose 
favorable or unfavorable effects will be felt only 
upon particular branches of those industries. 
Furthermore within such branches, the careful in- 
vestor, like the industrial engineer, invariably can 
find one or more individual companies whose per- 
formance consistently runs better than the indus- 
try group. 

The factors now regarded as affecting the con- 
sumer goods industries as a whole, though of course 
in widely varying degree, are so numerous and di- 
verse, that a mere enumeration will save space and 
should be preferable to undertaking a discussion in 
detail. This may be suggestive as a check-list for 
use in appraising particular situations. In our later 
comment on ten major industry branches, however, 
certain repetition of such factors will be unavoidable. 

Facing the unfavorable first, there are such spotty 
trade developments as the leveling off of the boom, 
inventory accumulation, price cutting, clearance 
sales, reappearance of trade and retail discounts, 
reduced mark-ups, restrictions on credit, slowing 
down of collections, rise of business failures, and 
slump of export trade. 
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There are production problems such as rising 
costs, smaller unit volume, high “break-even points,” 
lagging productivity, the “fourth round” of wage 
increases, continued strikes and labor troubles, high 
corporate taxes, some excess plant capacity, and 
perhaps some over-borrowing. 

There also are threats to consumer demand—due 
to the high cost of living, high personal taxes, re- 
turn of buyers’ markets, expansion of consumer 
credit and subsequent restraints on the latter, cau- 
tion of purchasing agents, disappointment over the 
elections, and proposals for price control. 

On the brighter side of the picture are such sus- 
taining elements as the heavy backlogs that still 
exist for automobiles and other durables, capacity 
operations of the steel and nonferrous metal pro- 
ducers, building construction showing little let-up, 
continued plant expenditures by the railroads and 
public utilities. All this should help to maintain a 
high national income, with which there is a close 
correlation in consumer goods demand. If price 
stability, or even lower prices for foods should 
spread to other lines, this would affect favorably 
the mass production industries, which usually show 
the best results on large physical volume. 

Then there are outstanding elements of financial 
strength in the condition of representative com- 
panies, such as the unusually high level at which 
earnings have been running, relative stability of 
earnings in such lines during times of recession, 
moderate rate of current dividend payments, liquid 
position of working capital, large cash holdings, 
completion of most outlays on plant expansion. Net 
worth has been greatly built up from retained earn- 
ings, the depreciated book values at which plants are 
carried are ultra-conservative, and market quota- 
tions appear to have already discounted a consider- 
able scaling down from the peak earnings reached 
in 1947 or ’48. 


Status and Prospects of Specific Industries 


Turning now to specific industries, we find the 
general outlook for food products, beverages, and 
tobacco satisfactory, although some branches are 
essentially stable while others are considerably 
speculative. The large crops have assured an ample 
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supply of raw materials, and the declining trend of 
prices has lowered costs. This should permit main- 
taining reasonable, though narrow profit margins. 
Sustained heavy demand is indicated by the con- 
tinued upward trend of total national income, with 
which food sales are closely correlated. Investment 
data on representative food and other consumer 
goods companies are given in the accompanying 
table. 

Earnings are holding up well for such branches 
as baking, grain milling, corn products, dairy prod- 
ucts, packaged foods, and canned goods. In meat 
packing, sugar production and refining, and vege- 
table oils, the sharp price fluctuations of the raw 
materials may affect inventory valuations somewhat, 
and hence depress earnings which have been run- 
ning at fairly high levels. Scarcity of cocoa, with 
higher prices for that and for sugar, have hurt 
the confectionery business. 


Food Business Again Highly Competitive 


The sale of food products has now returned to 
the traditionally competitive basis, where the effi- 
cient, low-cost, and large-scale processor has a na- 
tural advantage. An increasing share of the grocery 
business is being handled through the large chains, 
and particularly through the super-markets which 
hold down selling prices and operate at very narrow 
profit margins. More failures and liquidations among 
small stores are likely. Whether or not the nation- 
ally-advertised food brands will, as has been claimed, 
have a marked advantage over private brands still 
remains to be determined. 
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In the beverage industries the demand continues 
brisk, though a number of problems exist. Soft drink 
manufacturers have higher costs for sugar and other 
supplies, as well as for transportation, but fear that 
any increase in retail prices would encounter sales 
resistance. In some states they are hampered by 
local taxes on soft drinks. 

In brewing, the very keen competition has pared 
profit margins, and a number of the less profitable 
breweries have been forced into merger with 
stronger organizations. In distilling also the compe- 
tition is keen, but sales continue heavy and the in- 
dustry is enjoying ample supplies of grain, in con- 
trast with a year or so ago when curtailment was 
necessary because of scarcities. 

Tobacco products, one of the most stable of all 
industries, is continuing this year to show increases 
in volume of sales, and to maintain good earnings. 
Although many investors have a preference for the 
companies making cigarettes, smoking tobacco, and 
snuff, over those making cigars, some of the latter 
also are showing good results. 


Textile and Apparel Industries 


The disproportionate share of the family budget 
demanded for food has reacted adversely upon the 
textile and apparel industries, which during and 
after the war had an era of prosperity never before 
approached, either in duration or the levels to which 
profits soared. With the exception of rayon, which 
is still operating at virtually full capacity—greatly 
expanded since the war, in meeting the demand for 
rayon products (particularly for industrial uses) 
which is still growing, most of the other branches 
of textiles have gone into something of a slump. 

Cotton mills have been caught in a squeeze be- 
tween rising costs and falling prices. Standard grey 
goods have dropped from an average of 37 cents 
per yard to 20 cents during the past year. Opera- 
tions have been curtailed by eliminating overtime, 
and then by shortening the work-week. Because of 
the rise in wage and other costs, including raw cot- 
ton supported by Treasury purchases around 30.74 
cents per pound, most mills have a far higher 
“break-even point” than in former years. Some 
companies which already have reported for 1948 
fiscal years closing before the calendar year show 
that dollar sales were moderately lower than 1947, 
but net income dropped sharply. 

In woolen goods the situation likewise is unsatis- 
factory. Because of the repeated price increases for 
finished goods, the apparel trades have been re- 
stricting their purchases, and considerable inven- 
tories are reported to have accumulated. Some old- 
established mills in the New England area have 
been forced to close permanently. 


The Price Dilemma 


Nevertheless, owing to raw wool prices around the 
highest in more than twenty years, and because of 
high wage rates and taxes, the manufacturers have 
declared that cloth prices must be raised still 
further; this leaves the situation a tug-of-war be- 
tween them and the garment manufacturers. 

In knitted goods such as hosiery, sweaters, under- 
wear, etc., similar conditions prevail, with inventory 
accumulation, price-cuttting, and clearance sales. 

Trade in the textile material and wholesale 
markets has slowed down because of the backing-up 
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of retail distribution. Although there has been ap- 
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cases dipped earlier in the year, due to costs rising ° bid t ; - 8 
more than selling prices were advanced. Drug sales idisdled 194 
follow closely the trend of total national income. 1935-392100 
iget Considerable sales are also made abroad, and far 
the more could be sold if foreign countries could obtain va eee 
and dollar exchange for payment. Expansion of the and despite sometimes limited growth possibilities, 
fore E.C.A. program is expected to increase drug ex- possess investment appeal because of their consist- 
1ich ports substantially. ent earnings record. 
rich Several of the leading drug manufacturing cor- In the paper industry, the supply is finally catch- 
atly porations are now benefitting both from the new ing up with demand, following an extended period 
for plants built and new products developed. Asa group, of record-breaking profits when shortages were des- 
ses) these companies are in a strong financial condition perate. While not all (Please turn to page 256) 
ches 
D. _ 
~ Statistical Data on Selected Consumer Goods Companies* 
rey arene _— 
ants Net Per Share— Price- Price 
Pra- 9 mos. —Dividends— Div. Recent Earnings Range 
me, 1946 1947 1948 1947 1948 Yieldf Price — Ratiof 1948 
2 of American Viscose . $5.20 $8.47 $11.36 $2.00 $3.00 4.67, $65 7.7 71\/p-46Y, 
of American Woolen .. 21.05 15.37 10.00 6.50 8.00 20.0 40 2.7 56/g-36!/ 
her Burlington Mills ..... 3.47 6.49 5.81b 1.50 2.00 Ht 18 2.8 2434-1634 
ome Canada Dry Ginger Ale 1.07 1.31 .66b .60 .60 6.0 10 7.6 155- 
948 Cannon Mills 0... 9.19 7.28 , 2.50 3.25 7.7 42 5.8 47\/4-38 
how Celanese Corporation ......... 2.36 3.83 4.99 1.30 2.40 E LA 31 8.1 39!/-22 
047, Colgate-Palmolive-Peet . 7.14 9.30 4.03 5.00 2.00 5.7 35 3.8 4534-31%, 
tis- Beech-Nut Packing 1.82 3.61 2.61 2.07 2.00 5.9 34 9.4 3734-324, 
for General Foods ........... . 3.79 3.19 3.55 2.00 2.00 5.3 38 11.9 41 -34 
re- Kroger Co. ......... 5.10 5.23 3.34e 3.00 3.00 7.0 43 8.2 49 -403%4 
yen- Liggett & Myers... . 5.39 6.83 6.41 4.50 5.00 5.7 87 12.7 91 -82 
old- National Biscuit 0... ccna 3.37 2.19 1.50 2.00 6.7 30 8.9 32!/-26!/ 
lave aa aa 
a 9.59 8.53 3.00k 3.50k 10.6 33 3.4 441/4-30 
Procter & Gamble... : 3.56 5.11 2.06 c 4.00 4.00 6.2 65 12.7 7154-62'/, 
Reynolds Tobacco 2.62 3.04 1.324 2.00 1.80 4.0 45 14.8 50 -46 
Standard Brands occ 4.18 2.32 1.65 2.00 2.00 9.1 22 9.5 29!/o-21 5 
United Fruit 4.51 5.37 3.07a 3.50 4.00 7.6 53 9.9 58!/-48 
fv United Merchants & Manufacturers See 2.30 5.36 88c¢ 1.60 1.60 k 12.3 13 2.4 2114-125 
still = “eae waraie: 3.02 2.92 1.95 2.27 4.6 49 16.2 51-39% 
be- Union Bag & Paper ee a 4.13 7.93 7.11 3.00 3.00 E 10.0 30 3.8 397-275 
t—Based on 1948 dividends. c—Three months ended Sept. 30. 
der- t—Based on 1947 earnings. e—24 weeks ended June 12. 
tory *—Adijusted for stock splits. k—Plus stock. 
| a—Six months. E—Estimated. 
8. b—Nine months ended June. 
sale 
z-up 
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By PHILLIP DOBBS 


Vow that overall industrial profits appear 
certain to set all-time records during 1948, many 
managements are likely to be placed on the de- 
fensive as having been too successful. Whether lush 
earnings must be considered a badge of merit or 
demerit in our land of opportunity seems to stir 
endless and inconclusive debate, for no generally 
acceptable yardstick has ever been devised in the 
search for an answer. Net profit margins, however, 
or the relationship of final net earnings to sales, 
provide one of several bases commonly used in ap- 
praising the pros and cons of this subject. 

It seems timely to examine the progress of numer- 
ous concerns in the current year, using profit 
margins as a measure and attaching due weight to 
their trends from quarter to quarter as well as in 
comparison with earlier figures. In this process, it 
is important to recognize that margins in one in- 
dustry characteristically vary from those in an- 
other, depending upon many factors, especially the 
normal rate of turnover. Some of the large meat 
packers, for example, consider themselves fortunate 
if they can earn a penny on the dollar, while a man- 
ufacturer of heavy machinery requiring a year to 
produce might think in terms of 20% or more. 

Allowing for these variations, however, the profit 
margins of this or that enterprise in a given group 
may furnish valid clues as to managerial efficiency, 
whether compared with former ratios established 
or with those of competing firms. For the purposes 
of our discussion we shall limit our study chiefly to 
those industries where demand still outstrips supply 
or where competition as yet has not impinged un- 
duly upon profit margins. In these areas sales and 
earnings are of unprecedented proportions in the 
current year, and considering the threats of infla- 
tion still clouding the horizon, the question naturally 
arises whether some of these expanded earnings are 
warranted or advisable. 

Numerous managements reporting abnormally 
large earnings have already built up their fences 
against criticism by pointing to the depreciated dol- 
lar, the need for substantial inventory and deprecia- 
tion reserves, high replacement and construction 
costs, along with enforced reliance upon internal 
financing. Proper importance must be allotted to 
these pleas, for in the majority of cases they are 
justifiable. It is only by studying their application 
to individual concerns, though, that exceptions to 
the rule may come to light. 

In using margins as a measure of corporate 
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—where Excessive | 


—where Justified 


profits, it should 

be realized that 

we are dealing 

with a relatively 

static instrument. 

That is to say, dollar profits in the aggregate con- 
ceivably could double or triple without the least 
change in profit margins. All hinges upon the 
amount of business transacted; a margin of 6% on 
one volume would produce the same dollar profits as 
12% on sales half the size. If the process could be 
reversed, with the 12% applied to the larger sales 
and the 6% ratio to the smaller, earnings would 
double and halve respectively. 

Under current conditions when costs have risen 
so fast, it has become increasingly difficult for many 
concerns to establish stable profit margins, though 
expanding sales may have more than compensated 
earningswise. On the other hand there seem to be 
numerous others where lack of genuine competition 
has permitted pricing policies that have unduly 
widened profit margins at a time when volume was 
higher than ever. Towards such concerns, hard 
pressed consumers and _ politically-minded critics 
may have valid grounds for complaint. 

On the appended table we list nine industries that 
presently are quite prosperous, adding a few repre- 
sentative concerns in each group with statistical 
evidence to show changes in their net profit margins 
from quarter to quarter in the current year and 
compared with 1947. Generally speaking these 
spreads indicate pretty well how the operations of 
an enterprise are shaping up, for Federal taxes 
and/or reserves are usually about the only deduc- 
tions that have been made from operating profits. fF, 
Adequate allowance must be made for extraordinary | 

| 











charges or income deductions, however, to obtain a 
true picture. 


Varying Margins, If Product Diversification 


In weighing profit margins it must also be re- | 
membered that these normally vary between indi- 
vidual items when a single concern has broad prod- 
uct diversification. On over-all operations, the ratio ] 
revealed represents the combined spreads. Take 
General Motors Corporation for example. This giant 
manufacturer ordinarily is able to maintain wider 


margins on sales of replacement parts than on its ! 
finished cars, with similar variations between diesel 
engines or refrigerators. At times, accordingly, an 
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enterprise of this type naturally strives to offset 
narrow margins on certain items by wider ones 
on others wherever possible under competitive con- 
ditions. This is a highly involved process and ob- 
scure to any but the company’s own cost accountants. 

On sales of $3.4 billion for nine months of 1948, 
General Motors reported net earnings of about $317 
million, a ratio of 9.5%. In dollar terms these profits 
loom very large, running well above the annual rate 
for any previous year in the company’s long history. 
Percentagewise, though, no abnormality appears to 
color the picture. In relation to GM’s average sales 
of $1.75 billion during the prewar years 1936-41, 
the earnings ratio was then 1114%. Compared with 
a 1947 ratio of 6.8%, the present ratio of 9.5% 
shows improvement, reflecting more favorable op- 
erating conditions such as ampler supplies of steel, 
fewer labor troubles and the benefits of hundreds of 
millions of dollars spent for expansion and mod- 
ernization. 


Cost Impact Despite Higher Prices 


The recently announced lift in prices for certain 
new 1949 car models indicates that the company 
still feels the impact upon profit margins of rising 
costs rather than a desire to achieve larger net dol- 
lar income. Behind all this, though, it is probable 
that a primary objective of General Motors, as well 
as of most manufacturers, is to expand unit dollar 
profits at a rate comparable to the increase in cor- 
porate living costs. As with wages, this process 
stimulates inflation and raises the question of when 
it will end, or if the answer eventually must be 
found through a lowering of prices to the consumer 
even at the expense of poorly maintained profit 
margins. Dollar profits, as we have pointed out, 
could be far more satisfactory than in previous 
periods, indeed ample in relation to capital invested 
even if profit margins were narrowed, provided 
fairly high level sales remained. This is the big 
question of the day. 

Profit margins in the chemical industry vary 
widely in normal years, depending upon deprecia- 
tion policies, product characteristics and diverse 
sources of income. Reference to our table shows a 
leading specialist like Texas Gulf Sulphur with net 
margins ranging from 39% to 41%. Liberal as these 
figures might appear, they are smaller than in more 
than one prewar year when sales were less than half 
the current level of around $55 million. Presently, 
though, the company’s ratio is well above the aver- 
age of 30.5% in the 1938-46 period. 

Texas Gulf Sulphur accounts for about 50% of 
domestic production in its field and record sales 
permit a wider distribution of overhead to widen 
margins. In similar fashion du Pont’s margin, now 
around 14%, is less than half that established in 
years such as 1936 and 1939. This concern has been 
reluctant to advance prices at a time when record 
volume was bringing very substantial profits, pre- 
ferring to let well enough alone. Furthermore, the 
net income of this concern has become increasingly 
distorted through receipt of dividends from its huge 
holdings of General Motors stock. Elimination of 
this factor would reduce the earnings ratio material- 
ly in the current year. 

Spectacular sales gains by Charles Pfizer & Co., 
Inc., have substantially widened its net income 
ratios in postwar, although a downtrend in 1948 
has followed a slight declining tendency in its sales 
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rate as the year progressed. This, the world’s larg- 
est producer of penicillin and citric acids, may 
have a volume of close to $48 million this year in 
contrast to $7 million in 1941. Its net income ratio 
of 14.4% seven years ago has expanded to 21% 
for the first nine months of 1948 on almost a seven- 
fold rise in turnover. Since penicillin prices have 
been gradually lowered in postwar and may recede 
further as supply overtakes demand, the margin of 
this concern may contract to nearer former propor- 
tions in due course. In view of heightened compe- 
tition, they now seem a bit too ample to hold. 
Exceptionally sharp price increases for oil prod- 
ucts in recent years, (Please turn to page 256) 
























Trend of Net Profit Margins in Various Industries 
IstQr. 2ndQr. 3rdQr. 9 Mos. 
1947 1948 1948 1948 1948 
AUTOS & EQUIPMENT 
Borg Warner ..... 95% 88% %3% 7.7% 86% 
Libbey-Owens-Ford 11.2 11.6 13.4 10.4 11.9 
Doehler-Jarvis ; 9.7 12.2 10.7 10.9 11.4 
Timken Roller Bearing... 10.3 11.4 12.6 13.8 12.5 
General Motors . 6.8 8.9 10.5 10.0 9.5 
Chrysler . 4.9 4.4 6.4 5.9 5.0 
CHEMICALS 
Du Pont 15.1 13.6 13.5 15.4 14.2 
Heyden Chemical 12.4 16.4 14.2 10.5 14.0 
Pfizer (Chas.) __. 24.0 228 229 168 21.0 
Union Carbide & Carbon 14.5 15.4 15.8 16.5 15.8 
Texas Gulf Sulphur 39.1 39.0 39.7 41.0 40.0 
Commercial Solvents 16.5 15.0 12.5 12.5 13.5 
COAL COMPANIES 
Island Creek ........... 13.8 12.4 13.8 14.6 13.7 | 
Pond Creek Pocahontas... 15.3 18.0 2!.3 21.8 20.7 | 
Truax-Traer _. 14.1 11.8 13.5 12.8a | 
DRUG COMPANIES | 
Abbott Laboratories 17.1 19.6 13.1 18.2 17.2 
Parke Davis _......... 14.3 14.2 11.6 13.6 13.2 
Mead Johnson 10.2 6.9a 
Gillette Safety Razor... 19.5 19.5 16.7 15.8 17.0 
METALS, NON-FERROUS 
Anaconda Copper _ 114 12.8b 12.6b I1.6b 12.46 
Howe Sound FRI 10.6 12.2 15.7 13.0 
Kennecott Copper _....... 29.0 27.8ab 
Phelps Dodge ~........ 18.4 20.7ab 
International Nickel .... 20.1 22.8 21.7 19.2 21.2 
OFFICE EQUIPMENTS 
International Bus. Mach. 15.7 17.4 17.6 18.9 17.8 
Remington Rand _.... 10.7 8.1 5.8 7.04 
Addressograph-Mult. 11.4 11.8 11.4 11.%¢ 
OILS 
Amerada Petroleum ..... 31.6 38.2 36.1 34.2 36.0 
Barnsdall Oil .... 37.0 38.4 36.5 34.0 36.3 
Gulf Oil ....... wesc PAO 145 14.7 ; 14.64 
Standard Oil of Calif... 20.2 21.6 22.6 21.3 21.8 
LC. ot eee) = 11.9 15.2 16.0 14.4 
| L ( || Re, 7 21.9 21.2 yy 22.0 
PAPER COMPANIES 
Crown Zellerbach 12.8 RCS 10.6 alee 
International Paper... 10.5 12.5 12.5 13.6 12.8 
Union Bag & Paper... 18.5 18.8 19.0 17.7 18.4 
West Virginia P. & P..... 12.7 10.9 11.6 12.2 11.5 
National Container ...... 25.2 i7.8 18.0 as 17.94 
Rayonier, Inc. ............... 17.0 16.0 16.0 16.8 16.2 
TEXTILES 
American Viscose ..... — 92 12.6 14.2 13.6 13.5 
Celanese Corp... -113.3 17.0 18.4 ae 17.74 
Industrial Rayon 28.0 22.6 22.4 21.8 22.3 
Burlington Mills ae VED 8.8 10.6 11.2 10.2 
Colonial Mills 0. 20.5 21.4 20.5 18.7 20.2 
a—6 months. 
b—Before depletion. 
c—Year ended July 31. 
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FAILURE of President Truman to move promptly and 
forcefully to end the shipping tie-up brought on by 
the strike of maritime unions, is being recorded 
here as the Administration’s first pay-off for labor’s 





WASHINGTON SEES: 


A congressional probe of lobbying is in the mak- 
ing and the “‘interests” in whose behalf the job 
was done in the 80th Congress will be spotlighted 
for the single purpose of destroying their effective- 
ness in the next four years. 


Lobbying, of course, is not unlawful. It never 
has been against federal law, in fact is protected 
under the Constitutional right to petition congress, 
and its legality was further recognized by passage 
of the lobbyists’ registration act. While estimates 
of amounts spent for this purpose in the past two 
years are believed to have exceeded ten million 
dollars, no claim is being made by the probe spon- 
sors that any of it went into payoff of officials. 


Why, then, an investigation? A large group of 
democratic members oftcongress believe price con- 
trol, rent control, and even rationing should be 
permanent laws, for use when the need arises. 
National Association of Manufacturers is blamed 
by democrats from President Truman down, for 
blocking such laws. NAM’s lobby will be investi- 
gated. Housing legislation has not blossomed and 
the National Association of Real Estate Boards is 
blamed and will be probed. The National Health 
Bill has been stymied. The National Physicians’ 
Committee lobby worked against it successfully. It 
will be grilled. The Committee for Constitutional 
Government has opposed much of the Truman pro- 
gram, and is down for “‘study.” And so it will go, 


down through all lines of the opposition. 





SPOTLIGHTING THE LOBBIES 


By E. K. T. 





support in the national campaign. He could have 
invoked the same provisions of law as he called into 
play to head off a protracted coal shortage last year. 
But the weeks of inaction strengthened the hand of 
the unions: East Coast ports closed speedily when 
it was found that the West Coast was being allowed 
to remain out of operation. The situation will be 
“reviewed” by congress. 

PROFITABLE enterprise for business, industry and 
labor might be a course of education in public rela- 
tions for their Washington components. When con- 
gressmen see here what they consider abuses, some- 
thing happens. The Taft-Hartley Bill was moving 
slowly until Washington trolley and bus drivers 
went on strike. Then the law was promptly passed; 
lawmakers and their families had been incon- 
venienced. Now with rent control extension pending 
(which could mean ceiling prices for hotel rooms, 
too), hostelries have sent room prices sky high, 
require renters to sign for a minimum of three days 
for the Inauguration. Congressmen will have hotel- 
housed guests! 

OPINION expressed by Henry Ford 2nd, and many 
others, that a fourth round pay boost demand is in- 
evitable, has not altered high-level thinking in the 
Capital that it will be successfully resisted in many 
quarters. Even the union economists agree that a 
large degree of inflation could be brought on; that 
if prices move at all, they must go up. Best guess 
here is that demands will be pressed firmly on oil, 
chemicals, automobiles and steel. The theory there 
is that those industries can absorb without passing 
on to the consumer. Coal, textiles, transportation 
and a few other lines may be let off lighter because 
the impact on the consumer would be immediate. 
OUT-TABER TABER is the command which has gone 
from the Bureau of the Budget to all federal depart- 
ments and agencies. That means slash requests for 
funds for the next fiscal year even lower than Rep. 
John Taber’s economy bloc pulled them down. A 
seven per cent saving is the goal. There’s no hope 
of its attainment; the bureaus won’t cooperate, actu- 
ally will lobby Capitol Hill for more funds on the 
ground that the Taber budgets won’t even meet 
expenses and “postponed repairs” are causing their 
structures to fall apart. 
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Federal agencies charged with "sounding" 
business and industry -- the Treasury, Federal Reserve 
Bank Board, Commerce and Labor Departments -- report 
failure of President Truman and his leadership to gloat 
over the election victory, or to hint of reprisals 
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there was general surprise abroad in the land, then a 
high degree of shock, next came a dull sitting back 
waiting for what was thought to be the inevitable -- and 
now, says the bureaus, there is returning calm. 





Except for broad social programs which have 
been suggested by the White House in the past three 
years with little apparent thought of their impact on 
going business, there have been no actions by Mr. Truman 
which could cause investors great concern, democratic 

headquarters reminds. How many of these ideas were advanced for their vote-getting 
value is a matter of conjecture, but the expert political analysts could very likely 
agree upon a high percentage point. 


























The reassurance, however, comes from Mr. Truman's background of public 
life than from any attempt to appraise current activities. And there's much more to 
go on there than there was when FDR took over as President. Mr. Truman learned more 
of the methods of operation, and the problems of business and industry when he was 
chairman of the senate committee investigating war contracts than it would have been 
possible for Mr. Roosevelt to acquire in his ex parte considerations of how to make 
the economy tick, it's cited here. 





























President Truman is understood to have selected Donald S. Dawson, his legislative 
aide on administration matters, for the position. Dawson was one of the "vaca- 
tioners" at Key West, while the program for the new Truman Administration was 
receiving somewhat more than casual attention. 

















There will be loud noises emanating from United Mine Workers headquarters 
when John L. Lewis gets around to reading the "Journal" which comes out under his 
own imprimatur and is taken by the rank and file of miners as marking the line to be 
followed. Lewis, who hasn't had a political winner since he left the democratic 
party a decade ago, spoke out for Gov. Dewey this time, urged his followers to come 
along. Now, the "Journal" says, it wasn't important whether Dewey or Truman won the 
Presidency. The congressional seats were the important things -- and UMW somehow 
considers itself over on the winning side. 

This anne 
all of them -- will concentrate their hopes on repeal of the Taft-Hartley Act; take 
it for granted that Social Security will be extended almost automatically, and that 
the Department of Labor, under friendly Secretary Maurice Tobin will be well-heeled 
to serve as an adjunct to organized labor. 









































And -- oddly, despite the blessing bestowed by Lewis upon the candidacy of 














Mine Workers knew right along that Truman was going to win! At least, so states the 
"Journal"; "When Dewey, in his Pittsburgh speech, weighted his candidacy with the 
load of approving the doings of the 80th Congress and coming all out for the 
NAM-Taft-Hartley Act, he left all hope behind him.” 


Veterans Administration which promised to pass the buck to congress on 
increasing interest on insured home loans for GI's, has had a change of mind and 
private financing companies operating under the government guarantee probably will 
soon be collecting 4% per cent interest, an increase of % per cent. Mortgage busi- 
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ness at VA had been cut in half in the past year, is expected to gain new momentum 
when the increase is ordered. 

Sources close to congressional leaders (not the run-of-mine Senator or 
Representative) soon may be treated to a peek into the total mobilization plan of 
the National Security Resources Board. A “limited edition" is to be published for 
top officials, including suggested legislation where the needs are indicated, sug- 
gested Executive Orders where they would fill the bills. 

Included in the program will be industrial and manpower mobilization, 
censorship plans, allocations and wage ceilings, and rationing. Aimed at, is a code 
of rules which would embrace the subjects the federal government deemed necessary to 
regulate during the war, but Simplification of reports is projected. 

Clearing out Washington of payroll hangers-on who fill no essential niche, 
is expected by the old-line agencies and regardless of the political beliefs of 
their chiefs (most of them Democrats) the idea is finding welcome response. 

Interest is not in amounts of money to be saved, but in quarters they may be pro- 
vided when agencies thin out or cease to exist. Already, Veterans Administration is 
making arrangements to fold up many of its field offices, transfer employees to the 
Capital, and work out a program of greater centralization. Argument is that both 
economy and efficiency would result from smoother, speedier passage of business 
between departments. 

Mr. Truman is expected to move slowly in this area. It won't begin in 
earnest, probably, for several months. The Hoover Committee report on reorgani- 
zation of government agencies must first be received and analyzed. And there will 
be no disposition on the part of the President to slight the recommendations. Most 
immediate interest in the developments rest with the job-holders, but business and 
industry which deal with, or are dealt with, by the Federal government have a stake, 
too. The same personalities and policies may prevail for at least several months. 

Economic aid will not be extended to Latin-American countries to bolster 
the Good Neighbor Policy, unless Mr. Truman takes it up in January and persuades 
Congress to go along. The President had asked Capitol Hill to permit the Export- 
Import Bank to lend up to half a billion dollars, but no legislative action was 
taken. It's "unfinished business" now and on the desk at 1600 Pennsylvania Avenue. 

There may not be a change in the State Department after all. Secretary of 
State George Marshall may postpone the retirement he hoped for when he quit as Chief 
of Staff of the Army. He needs a rest, but for the time being at least, the Presi- 
dent seems to have persuaded him to stay. 

The President and the Agriculture Department appear out to defeat any 
attempt to set rigid price supports for farm commodities, is the view of farm state 
Congressmen. Sliding price supports as passed by the 80th Congress will remain the 
cornerstone of American farm policy -- regardless of those -= particularly in the 
South -= who insist on continuation of a flat Support guarantee of 90% of parity for 
basic farm crops. The latter, it is held, would lead to national economic collapse. 

ECA exports to Europe next year are likely to decline, according to exist- 
ing schedules. Reason is not because Administrator Hoffman stated that ECA expects 
to ask Congress for less money, but because the last Congress authorized the four- 
year program on the basis that appropriations would decrease each year until the 
purse snaps shut in 1952. 


Also, ECA hopes that European exports will increase, particularly ship- 
ments to the United States, providing European countries with enough dollars to 
continue needed USA shipments despite the sloughing off of ECA-financed imports. 
Either event, the situation is likely to pose new problems to American foreign 
traders. 



































































































































There is as yet no “iron-clad" assurance that the President will send a 
big, new anti-inflation program to Congress next January. Before definite decisions 
are made thereanent, the economic situation will be thoroughly reviewed, particu- 
larly with an eye on deflationary trends that seem to become stronger in a good many 
directions. 
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IN THE 


Strategic Middle East 
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_A few weeks 


back, with thun- 
der clouds of an- 
other world war 
floating over the 
Eastern Mediter- 
ranean and the 
Middle East, a 
strange mosaic of 
contrasting facts 
presented them- 
selves to me as I 
made an on-the- 
spot survey of 
conditions in the 
area. There were 
as many ifs as oil 
wells — as many 
conflicting stories 
as people — and 
as much potential 
opportunity as 
any place in the world. 

To unravel various propagandas, to reach as true 
a picture as possible, I soon found myself thinking 
of the strategic Middle East — that mostly barren 
land bridge between West and East astride our con- 
necting water and air routes that is currently de- 
scribed by Russia’s top generals as ‘‘Russia’s best 
natural all weather corridor to the outside world” 
— as divided into four separate patches in a quilted 
pattern. 

The four patches comprising this quilted pattern 
are: First, the “upper level” countries bordering 
Russia and her Balkan satellites and consisting of 
Greece, Turkey and Iran; second are the countries 
which form the core of the Arab world, namely the 
seven Arab states — Egypt, Iraq, Saudi Arabia, 
Transjordan, Syria, Yemen and Lebanon; third is 
the dynamic but isolated State of Israel; fourth and 
last are the island economies of the Eastern Mediter- 
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ranean plus Italy, 
which are supple- 
mentary to the 
Middle East econ- 
omy. 

Boldly challeng- 
ing these four 
areas in this pat- 
tern are: Russia’s 
armies now poised 
just to the north 
of the upper level 
countries;and 
continuation of 
the costly war in 
Palestine and the 
delicate internal 
problems of com- 
paratively recent- 
ly created Arab 
States and the 
new Israel — all 
“new” countries with “old” peoples, old cultures 
but who are today highly sensitive political units 
fighting for their very existence economically and 
politically on the eve of a predicted third world war 
that might wipe them off the map. 


Security Hangs by Thin Thread 


Officials, diplomats, military observers, I talked 
to agreed that our security in the Middle East hangs 
by a thin thread and that no army now in the 
Middle East could, in any realistic appraisal, hold 
up Russia’s modernized army for more than a few 
days, should they decide to roll south through Iran 
and Turkey and over the Middle East. Furthermore, 
the concensus was that as against Russia’s own 
troops, Greece’s army would be helpless after sev- 
eral days of fighting. 

The position I found in the Middle East was, in 
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Trend of U. S. Exports and Imports to the Middle East 
(Millions of Dollars) 
EXPORTS GENERAL IMPORTS ——————— 
August July August Monthly Average August July August Monthly Average 
Countries 1948 1948 1947 1947 1939 1948 1948 1947 1947 1939 
SS eae Pe 12.0 5.5 6.8 Fi | 1.4 1.4 4 4.8 1.7 
Syria & 4 6 3.7 3.6 3 6 3 2 6 2 
Lebanon 2.1 2.5 eae ee ih 1.1 2 ah BPRS. a ee 
lraq (Mesopotamia) ...... 1.0 9 9 2 2 6 1.5 A 4 4 
Iran (Persia) ........... ene 2.5 2.7 2.8 4 3.2 1.0 5 2.0 4 
. aS 1.8 2.4 2.6 6 4 3 a e @.! 
[> 9S SSA ae aie aia ay \ i, a es Sy ar ee a eee ae =e = Senos = asa 
Kuwait 5.6 2.4 4 1.0 1.4 1.1 2 ae ae 
SS aa 6.5 6.1 5.7 5.6 3 1.5 1.6 3 2 A 
Arabia Peninsula States... ay ‘dl a l 2 I I re 
Aden pee ae 3 “2 aS ae aS ja 
State of Bahrein....._‘1.7 1.4 4 8 4 2 a 
Source: U.S. Department of Commerce. 




















fact, in every sense dangerous, compelling and 
frightening. Once Russia could claim control of the 
Middle East, and from what I ‘could see there is 
every reason to view this as a potentiality, she 
could sever with one stroke, our supply of oil for 
Europe’s defense, our own supply line to the Indian 
Ocean where we hope for bases; and by taking the 
Middle East, she could cripple us at a point where 
we might maintain a year ‘round pressure against 
Russia’s armies. 


Strategic Needs 


Our diplomacy, in fact everyone’s diplomacy for 
ages past and today as well, has been based on the 
premise of the probability of war. It follows natu- 
rally, then, that our Government and diplomats, 
viewing Russia’s expansion with alarm, looking at 
the overall picture of the Middle East saw first the 
crying need for a front line of defense in the upper 
level countries where Anglo-American troops might 
be rushed in any emergency. Secondly, they en- 
visaged supply lines to the upper level countries 
running through the Arab States and Israel (which 
might all too soon become front lines), with feeder 
lines through the supplementary countries. 
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In the Middle East, where American domestic 
politics are felt but are in fact further away than 
generally realized, the first result of this appraisal, 
in line with the stated Truman doctrine, was to 
support and encourage the upper level countries 
against “across-the-border” pressures with dollars 
to help defray the rapidly rising cost of their mili- 
tary establishments and with diplomatic, economic 
and technical aid as well. 

Our military, deeply concerned over the loose and 
inadequate defenses in the Middle East privately 
indicated to me this summer that skyrocketing bills 
for military preparedness in the upper level coun- 
tries are far greater than can be met from the pres- 
ent funds supplied from ECA, and that, in the 
absence of international agreement of absolute in- 
surable quality, America “‘should” begin to prepare 
herself mentally to join with Britain and any other 
“Allies” to defend such points on the world map 
where the major battles for controlling military 
positions may be fought in the first days of a war, 
as for instance, there is bound to be a “first battle’ 
in the upper level countries. 


Stability and Strength Required 


These indications, calculations, indeed warnings 
to us all, add up to a demand for stability and 
strength, military and economic, in the Middle East. 
This must include the lands of Arab and Jew, 
islander and upper level nations alike. Hence our 
costly efforts to support Greece and Turkey; hence 
the need to compose the Palestine conflict as quickly, 
and as equitably, as possible. 

As required prologue to my survey, my first job 
was to determine the direction of American official 
effort on the spot. For some months before our 
Presidential elections, our diplomats and military 
observers had been busy flying back and forth across 
the Middle East, conferring with Governments, try- 
ing to figure out how an ordered economy, how 
stabilization and green fields could blossom from 
the deserts of the Middle East. 

Right after our elections at home, a new pattern 
became increasingly clear in the Middle East. It was 
a behind-the-scenes, impartial, unquotable formula 
that you couldn’t pin down — but was there all the 
same. This unquotable formula is actually more of a 
general thesis to strengthen the economic systems 
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of the four areas of the Middle East and the sup- 
plementary area in order to expand productivity as 
a means of raising the standard of living which 
would ultimately contribute to the stability, the 
friendship and cooperation of the entire area. Here 
was a Government answer evolving quietly from 
underneath political pressures of the election cam- 
paign. In high diplomatic circles, the prediction was 
“It just might work.” 


As Many ‘‘Ifs’’ as Oil Wells 

In the upper level countries there are fewer “ifs” 
than in the Arab world; but the major. “ifs” all 
around were these: “IF the Greek Government can 
speed up agricultural reclamation — for it is the 
peasant with nothing to do who is ‘going Com- 
munist’, and, JF private capital can be enticed to 
cooperate with Greek business bolstering the morale 
of the country’s individual enterprise, and JF’ town 
building can replace the present road building cam- 
paign of ECA which is a mere physical contribution 
to Greek economy and not as much a bolstering fac- 
tor as had been hoped for” ... then we may expect 
corruption to decline as Government pay envelopes 
increase and living becomes more normal. Today in 
Greece the corruption I found was less “payoffs” 
than actual “retainers” paid so that officials could 
afford to spend the time to investigate your case. 
Yes, backwards to our our methods but born of 
usage in a half-oriental country. 

“IF in Turkey military establishments are ready 
before the Russians walk in,” then real defense may 
be effected. 

“IF in Iran the seven-year plan of improving 
water supplies, roads and transportation means can 
be speeded up and implemented by ECA funds which 
will of necessity have to be expanded to cover this 
need,” then stability may be established. 

“IF in Syria the Gizira area reclamation project 
can be stimulated and thereby provide the country 
with a large measure of prosperity,” then Com- 
munist infiltration and the intensity of the Palestine 
conflict may fade into insignificance. 

“TF in Lebanon and Transjordan, profits from the 
proposed oil pipe line can be made available under 
conditions of at least a prolonged truce in Pales- 
tine,” then we may see greater inclination to cooper- 
ate with the Israeli state. 

“ITF in Iraq the rivers Tigris and Euphrates can 
be harnessed as now proposed, with aid from the 
U. S., the International Bank and private parallel 
investment,” then Iraq will become a garden spot 
in the Middle East with millions of acres of land 
reclaimed for pasturage and agriculture by use of 
practically unlimited sources of power. The price 
of all this, while too much for poor Iraq, is only 
one-hundred million dollars, so I was told. 

“IF there can be a permanent definition of 
Israel’s boundaries both political and commercial,” 
then cooperation in this sphere might be effected, 
according to my conversations with the various 
leaders. Meanwhile the process of standing off in 
your own corner demanding the maximum trade, 
has camouflaged the center areas of the argument 
where compromise appears possible. 

“IF to Egypt, which still fights for greater in- 
dependence from the British, some concessions can 
be made on increased allowances for imports of cot- 
ton into the U. S. market and if aid to their Assouan 
irrigation and power project can be found,” then 
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tension in this country could undoubtedly be eased. 
Even the “Companies Law” restricting foreign 
companies in their employment of foreign nationals 
and requiring progressively a greater employment 
percentage of Egyptian nationals, might be made 
less of a hardship for foreign enterprise. 

“IF more small shipping can be put into the 
Mediterranean to serve the eastern islands,” then 
their economies which were supplementary in the 
prewar years, would again become interlocked and 
more profitable. For instance, Italy at this moment 
needs small ships to ply these waters as she did 
before the war and the Greek shippers also are 
pleading for small craft for the same purpose, but 
neither are getting enough. 

These are the “Ifs” and the challenges. Now for 
the major conflicts. 


The Major Conflicts 


There is little real confiict over the facts of the 
Greek picture in the minds of competent observers 
on the spot. Greece is a direct target of Communist 
attack and is suffering from all sorts of troubles 
resulting from nearly ten years of war. While the 
cry of the Government is “patience,” there is no 
time. The summation of opinion points to the need 
for agricultural development, city building and town 
and village building and the need for American 
contractors by the dozen who, unfortunately, are 
still not on the scene. 

In Turkey recent moves have been made to speed 
up the building of military establishments but the 
main argument between our people and theirs is 
“why not more building and faster.” 

In the Arab countries (Please turn to page 254) 
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vs. MASONITE 


— AN INVESTMENT COMPARISON 


By H. S. COFFIN 


Fee activity in the building indus- 
try during postwar has greatly stimulated the 
growth of two well entrenched specialists, each 
supplying items in wide demand for the construc- 
tion of factories and homes. The Ruberoid Company 
and Masonite Corporation, both with long records 
and of comparable size, are forging ahead at a rec- 
ord pace in their respective fields, although not 
competing with one another. Since their shares 
differ not much in price, it is interesting to study 
the history and potentials of these two dynamic 
enterprises. 

The industrial history of our country is replete 
with instances where development of a new product 
has led to the birth of an entirely new industry, and 
in time furnished strong competition to entrenched 
products. This has been especially true with 
Ruberoid and Masonite, the one largely responsible 
for the introduction of asphalt roofing and shingles 
that have increasingly tended to displace wood, and 
the other a pioneer in the production of hardboard 
panels, table tops, furniture and a long line of 
related items that presently offer stiff competition 
to other kinds of wallboards, tile, linoleum and 
lumber. Time has naturally been required to exploit 
the highly competitive markets on which both of 
these concerns originally encroached, but the effi- 
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ciency, quality and price for their products provided 
elements that consistently enhanced their growth 
throughout the years and retained their dominant 
position. Then the postwar building boom served to 
spark volume and earnings gains in a spectacular 
manner. 

Before discussing statistical evidence bearing on 
these companies, it is well to establish a brief pic- 
ture of their history, their products and steps taken 
to accelerate their progress. Let’s take Ruberoid 
first. This concern was incorporated in 1905 as the 
Standard Paint Company of New Jersey, succeeding 
to a business originally started in 1886, 62 years 
ago. The name was changed to the present title in 
1921. During the past two decades the Ruberoid 
Company has acquired control of half a dozen other 
concerns in various parts of the country, broadening 
its output to include such items as waterproof pack- 
ing paper and: asbestos cement products, incidentally 
benefitting from the established trade of its new 
subsidiaries both at home and in foreign fields. 


Wide Range of Products 


As matters now stand, Ruberoid’s output of 
asphalt roofing and shingles accounts for the bulk 
of volume, but asbestos shingles, corrugated sheets, 
pipe coverings, insulating cements and gaskets, 
along with automotive felts, deadening felts, pre- 
servative paints and coatings are among numerous 
items that bolster sales. These products are manu- 
factured in strategically located plants in New 
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In 1925, Mason Fibre Com- -~ 
pany (changed to Masonite Cor- 




























poration in 1928) was incorpo- 
rated. The company now pro- 
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material of unusual strength 
and capable of fine finish for 
many purposes. Under the name 
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and similar items have met with 
great popularity in every direc- 
tion. The company also produces structural insula- 
tion board, including “‘Cellufoam,” the latter aerated 
to reduce sounds and temperature changes. 

Masonite’s main manufacturing operations have 
long been concentrated in Laurel, Mississippi, where 
the company owns more than 170,000 acres of 
timberland within a fifty mile radius. Oil rights on 
this property are also owned and though exploration 
has been rather limited, enough wells have been 
brought in to produce a fair income. Rapidly rising 
demand for Masonite products has so strained the 
company’s capacity that it is now building a com- 
plete manufacturing plant at Ukiah, California, ad- 
jacent to 55,000 acres of redwood and fir timber 
acquired. Upon completion this new unit will not 
only increase the company’s 
over-all output substantially but 
prove an aid in exploiting the 
rapidly expanding Western 
markets. 

Additionally, Masonite plans 
to acquire 80% of the stock of 
Marsh Wall Products, Inc., a 
fairly large Ohio concern with 
modern facilities and especially 
well qualified to develop decora- 
tive finishes for the many forms 
of hardboard now bearing the 
“Masonite” label. As for foreign 
fields, Masonite has affiliates in 
Canada, Australia and South 
Africa that manufacture and 
distribute products bearing the 
parent name. Development of 
these associated enterprises has 
been a rather recent move but 
promises to bring increasingly 
good results. 

The long term growth of 
Ruberoid from its early start 
more than six decades ago was 
slow at first but sure, for only 1.50 
actual experience could prove 
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the longer life, satisfactory appearance and relative 
cost advantages of its roofing products compared 
with shingles of the once familiar wooden type. 
Widespread competition in this field made its ap- 
pearance early in the company’s career and has 
continued ever since. Also, the business was inher- 
ently susceptible to cyclical influences during periods 
when building activities slowed up. 


Repair and Replacement Demand 


On the other hand, the ease with which asphalt 
roofing can be applied, and its lower cost have 
steadily increased its use for repairs and replace- 
ments, providing quite a cushion in recessive years. 
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Comparative Statistical Summary 








Masonite Ruberoid 
Corp. Co. 
CAPITALIZATION: As of ... 8/31/48 12/31/47 
Long Term Debt (000 omitted)... $5,900 $320 
Common Stock (number of shares). 600,000 397,806 
INCOME ACCOUNT: Year Ended... . 8/31/48  9/30/48(b) 
Net Sales ‘000 oe ae : $36,473 $44,500 
Net Sales Per Share... $60.80 $112.00 
Operating Margin .... 33:27, Ree 
Pre-Tax Net Income (000 omitted) $11,280 $6,767 
Pre-Tax Net Margin... 310%, 15.2% 
Net Income (000 omitted) . $7,027 $4,022 
Net Per Share... $11.71 $10.11 





LONG TERM EARNINGS RECORD 


1948 $11.71 (a) $13.00 E 
1947 7.30 10.88 
1946 .. 3.67 6.73 
1945 2.20 2.07 
1944 1.69 2.08 
1943 2.04 2.04 
1942 2.71 2.48 
1941 3.56 3.93 
1940 2.91 2.02 
1939 .. 1.99 1.53 
10-Year Average Earnings, 1939- 48 $3.98 $4.67 
1947 Dividend . $2.00 $2.75 
1948 Dividend . $3.25 $3.25e 
10-Year Average Dividend, 1939- 48 $1.55 $1.55 
BALANCE SHEET (000 omitted): As of... 8/31/48 12/31/47 
Cash and Securities... . $4,667 $3,635 
Cash and Securities as . 3 of Current Assets. 38.0% 26.5%, 
Inventories ......... $2,700 $5,664 
Inventories as o, of Current Assets. | VRBO, 41.4% 
Total Current Assets 000... . $12,210 $13,755 
Total Current Liabilities $2,200 $1,724 
Net Working acon (ev entene $10,010 $12,031 
Current Ratio .............. : 5.6 8.0 
Fixed Assets, Net ....... $9,624 $12,607 
Total Assets ......... ee é $28,082 $26,908 
Book Value Per Share. _ $33.19 $62.50 
Net Current Asset Value Per meee. $6.85 $29.40 
Recent Price of Common......... . $55 $58 
Dividend Yield (on 1948 Dividends)}.. aye 5.9 5.6 
Price- — Ratio alt 1948 8 Earnings 0 or 
CS | Se ieee : 4.7 4.5 





d—After deducting senior obligations. 
e—Plus 10% stock. 


a—Fiscal year ended Aug. 31. 
b—9 mos. ended Sept. 30. 




















In an exceptionally poor year like 1932, it is true 
that a 50% drop in volume brought operations 
moder ately into the red, but only in this single year 
as far back as records are available. Attesting to 
exceptionally good cost controls and a _ soundly 
maintained financial position at all times is Ruber- 
oid’s truly remarkable dividend record that has 
never been interrupted in the last 59 years. 

In order to visualize the growth of this concern 
since 1932, an almost steady uptrend in volume ex- 
tending through the current year provides a clear 
picture. Ruberoid’s sales at the bottom of the 1930’s 
depression dropped to $6.3 million compared with 
$12 million in 1930. By 1936 volume had advanced 
to $14.7 million, almost doubling to $27.3 million 
by 19438, crossing $30.7 million as the war ended 
and spurting up to $52.3 million in 1947. For nine 
months of 1948, sales ran at an annual rate of close 
to $60 million, a gain of nearly 1000% in the course 
of 16 years. As an example of vigorous and well 
a business progress this record speaks for 
itself. 
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Equally impressive is that Ruberoid’s growth 
since the beginning of the war in 1941 has been 
largely stimulated by increased production rather 
than by advancing prices. Seven years ago the com- 
pany produced 557,650 tons on an over-all basis, and 
sold at an average price of $46.32 per ton. In 1947 
total output aggregated more than one million tons 
priced at $52.17 per ton. The gain of about 12.8% 
in price compares with one of 74% for all construc- 
tion materials, according to the Bureau of Labor 
and 97.2% based on estimates of the American 
Appraisal Co., covering completed buildings. Early 
in 1948, Ruberoid lifted prices for its asphalt roof- 
ing products 9% due to a rise of 36% in the cost 
of raw asphalt, but even so its prices have been 
held to very conservative limits. 





Operating Efficiency Sustains Profit Margins 


Increased reliance upon larger unit sales attended 
by installation of modern mechanical equipment. 
improved operating efficiency and steps to reduce 
costs all along the line, have combined to sustain 
adequate profit margins in the face of advancing 
costs. Profits of Ruberoid before taxes and reserves 
in relation to sales during 1947 were 15.4% com- 
pared with 11.4% in 1941. During this same period 
and on the same basis, administrative and sales ex- 
penses conversely dropped from 10.1% to 7.5%. In 
terms of dollars, the company’s net income rose to 
$4.3 million, or $10.88 per share, in 1947 compared 
with $1.5 million in 1941, equal to $3.93 per share. 
Over a ten year period (1938-47), net earnings per 
share have averaged $3.50, ranging from a low of 
$1.30 in depressed 1938 to last year’s all time record 
of $10.88. This peak, though, will be topped in the 
current year, for nine months’ net in 1948 has been 
reported at $10.11 per share. 

While dividend policies of Ruberoid have always 
been conservative, it is interesting to note that 
stable earnings and consistent growth over a 60 
year period have warranted an unbroken record 
for payments, as we have previously pointed out. 
What lends stature to this performance, though, is 
the realization that shareholders have received an 
aggregate of nearly $18 million in cash dividends 
since the business was started. As despite acquisi- 
tions, expansion from new construction and allow- 
ance for depreciation, the company’s net fixed assets 
at the end of 1947 were carried at only $12.6 mil- 
lion, total profits passed on to stockholders have 
been impressive, to say the least. At that, dividends 
averaged a modest $1.53 per share for ten years 
past, though declaration of a $1 per share extra 
late last year raised total payments for 1947 to 
$2.75. Cash dividends totaling $3.25 per share plus 
10% in stock have been declared in 1948. 


Growth Financed by Retained Profits 


Of further significance, Ruberoids’ striking 
growth has been financed entirely from net earnings 
retained in the business. Throughout its entire his- 
tory, the company has had neither preferred stock 
nor bonded debt (aside from $320,000 non-interest 
bearing notes given a customer for a temporary 
capital advance), though 1947 appropriations for 
plant improvements amounted to $3.1 million in 
this single year. These policies have permitted a 
snug capital structure (Please turn to page 251) 
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P ost-election psychology has been responsible 
for a rather indiscriminate downtrend in stock 
prices. At such times pressure to liquidate share 
holdings on a broad scale meets relatively scant 
resistance, with the result that both sound and less 
attractive equities suffer alike. In individual cases 
where the drop has been impressive, despite attrac- 
tive yields, strong fundamentals and evidence of me- 
dium term earnings stability, careful study indicates 
the emergence of certain shares into what appears 
to be the bargain class. For the benefit of our read- 
ers we have picked four stocks that in our opinion 
qualify for inclusion in this category. 


Price vs. Quality 


The mere fact that shares are available at rela- 
tively low prices, under 30 for example, is in itself 
no valid reason for assuming them to be in a buying 
zone. If gauged merely by the price factor, more 
bargains selling above 40 might be found than below 
10. What counts in appraising genuine values, of 
course, is a combination of numerous elements, of 
which average yield during the foreseeable future is 
an important ingredient. To assess the latter cir- 
cumspectly is no easy matter, for industry prospects 
must first be weighed before undertaking the equally 
complicated task of studying all the investment fun- 
damentals of a given concern. The main test follows, 
in applying the factor of current share prices to the 
past, present and presumptive future record of a 
concern, as well as to shifts in the market perform- 
ance of the equities under consideration. 


A sizable segment of the investment public seems 
to favor the purchase of low-priced stocks, partly be- 
cause their money will buy a larger number of 
shares and more often because this group in periods 
of speculative activity sometimes rises faster per- 
centagewise than higher priced issues. In recognition 
of this preference, we have limited our choice of bar- 
gains to shares now selling under 30. On following 
pages we present statistics and brief comments bear- 
ing on four well established concerns that in our 
opinion conform to all the requirements we have out- 
lined. At present prices, their shares provide excep- 
tionally favorable yields, their fundamentals meet 
a strict test and their outlook invites confidence. 
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4. Low-Priced Bargains 


—SELLING AT SUB-NORMAL PRICE EARNINGS RATIOS 






A Building Stock 


Conditions in the building industry foreshadow 
such prolonged activity that we have included an 
outstanding building materials supplier among our 
selections. Producers of low-cost but essential mate- 
rials suitable for housing programs throughout the 
country have experienced such a record demand in 
the postwar that they have enjoyed unprecedented 
prosperity. Those concerns likely to benefit in a sub- 
stantial manner from expansion programs should 
find ready outlets for increased output for some time 
ahead, enhancing their sales and earnings potentials. 


Deflated Movies 


In another field we have chosen a strongly situated 
concern in the motion picture industry. Despite 
widespread troubles in this group that have been 
reflected in sharply lower prices for their shares, we 
consider a return to more normal operations certain, 
given time. Sound finances and able managements 
suggest that share prices of selected movie compa- 
nies have been amply deflated, affording opportuni- 
ties for unusual income and price appreciation. 


Sound Aircraft Stock 


Another formerly depressed industry that now 
seems sure to forge ahead again is the aircraft 
group. For our purposes we have picked a concern 
with ample resources and a good record that should 
benefit broadly by the Defense Program now well 
under way. 

Household Furniture Field 


As our final selection, we have picked an industry 
of marked importance as a supplier of household 
furniture, for demand in this field is unlikely to 
diminish appreciably in the intermediate term. One 
of the outstanding specialists in this group we pre- 
sent for consideration as eminently qualified for the 
purposes we have outlined. 
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CURTISS-WRIGHT “A” CSA I v1 TWENTIETH CENTURY-FOX TF T 
at Price Range | if See t Price Range — 
Aircraft ufr.! = : — t Pa - —- t + 1929 . 1986 + 
: gh - E Bat | ; High - pi 
rt ; lw = f it Bank Loan: $5,000,000 { ioe = 24 
: su 2008 I Subsid.: Funded Debt: $22,670,650 = 
pip nnd Low ter 35|t Minority Interest: $2,931,260 
t T Shs.$4.50 Pr Pfd: 83,431 - no pari 
i +ttt— tt Shs.$1.50 Pfd: 175,686 - no par | 
i t 30 Shs." Common: 2,769,013 - no par [ Ae 
Fiscal Year: Dec.: 31 \ = 
= T : . Ht 
a tit HH, 
==7 ie saat "Fe | 7 4 = 
ft Ht t ty htt ¢ High and Low for 1936, : (amo ae 
ite — } “ae, eanlc oe = i : J — 
tt 4 {—_l, - - = 
7 F - it I + — 
——— weet , a 
' ——— iil ut airy! + 
i ‘ z Se: is hh 5 : : : 4 sHttiet To | 
t Funded Debt: None semanas. ; watt ltt t tit 
t Shs.$2 n-c Class A: 953,719 - $1 par 10 Ht eH Hh 
= Shs." Common: 7,432,939, = $1 par, # FOE : ze tr 
Fiscal Year: Dec. 31 sesso a a! —fi ie, “att SS 
== . how a 
i Paes: at ill. t a 
- THOUSANDS OF SHARES ‘ “f 
THOUSANDS OF SHARES | na : Se es ti; f 
t n i” PET ORME! = 
n aacnall 7 ilinieal its <a) ; 
7 1936 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1937 1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1946 
3.11 4,50 | 13,59 | 22.20 | 11.34 | 11,12 | 12.37 | 21.08 | 2.13 4 1.43 earn 4.12 | 3.35 1.58 | 2.04 . 30 5.37 | 6.04 5.27 7.90 4.81 
0 1-90 2.00 2.00 2.00 | 2.00 2.00 2.00 | 2.00 | 2.00 2.00 ory. 2:50 | 2.00 1.00 ° S 1.25 | 2.00 -00 2.50 4.00 3.00 
4 8.8 14.5 42.9 | 49.4 66.7 73.4 | 138.2 [110.4 | 103.3 | &g Gp $ mil 24.4 26.4 21.3  |32.0 37.0 37.0 |42.3 53.5 69.3 x 



























































CURTISS-WRIGHT CORPORATION ‘“‘A”’ 


BUSINESS: Company is a leading producer of aeronautical equipment, 
with engines accounting for about 50 per cent of sales. The manufacture 
of military planes is second in importance, and propellers, third. The 
company also produces a line of non-aviation items, including textile 
spindles, air compressors, cameras, and others. 


OUTLOOK: In view of the enlarged appropriations for military aircraft 
procurement, the outlook for aircraft companies is the brightest since the 
termination of the war. As of September 30, Curtiss-Wright had unfilled 
order of $134,000,000, which compares with total sales last year of only 
$83.2 million. With facilities reconverted and with even larger backlogs 
in sight, sales this year should be considerably greater. Earnings should 
receive an additional boost by the fact that heavy costs incident to recon- 
version and inventory write-offs will be absent this year. This is already 
becoming evident in the reported earnings of $3.40 per Class A share for 
the first nine months of this year, compared with a deficit of 40 cents per 
share in the similar period last year. Full year earnings may reach $5 a 
share. Although wider use of jet-power units reduces the market for piston- 
type engines and propellers, the gas-turbine development work being 
done provides a compensating factor with promising possibilities. The com- 
pany's financial position is strong, with working capital exceeding 


$100,000,000. 


DIVIDEND ACTION: The Class A stock has received $2 a share for the 
last ten years. Convertible into one share of common, and selling at about 
half of its call price of $40, the stock yields almost ten per cent. The $2 
dividend appears adequately protected. 


MARKET ACTION: Pricewise the Class A stock appears out of line com- 
pared with other preferred issues. Current price of 21 is only moderately 
above the year's low of 1834. High for the year is 28!/4. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31, 






1940 1947 Change 
ASSETS (000 omitted) 
REA vintbicadabtecndandensaies eae $ 97,840 $ 10,908 —$86,932 
Martcotalsle Gecwritles ............cccccc0c00::00  sveeceee 64,616 + 64,616 
Receivables, net .......... : 10,755 18,855 + 8,100 
SSE eee me ee 46,188 31,907 — 14,281 
i ossccrssasoncecasboens  . -ueesunnke 9,700 + 9,700 
TOTAL CURRENT ASSETS 154,783 138,986 — 15,797 
Plant and Equipment................... 24,974 47,803 + 22,829 
Less Depreciation .................... ; 9,914 22,434 + 12,520 
Net Property .............. 15,060 25,369 + 10,309 
Other Assets ............. ‘ 32,456 1,843 — 30,613 
NID Vek>, vscnsad vbecanodekassecedesetueseies $202,299 $166,198 —$36,101 
LIABILITIES 
I IND a siiiccesccneccensescecssascrevnee $ 10,982 $ 6,391 —$ 4,591 
Reserve for Taxes...................... 28,381 13,918 — 14,463 
Other Current Liabilities...... 101,599 12,336 — 89,263 
TOTAL CURRENT LIABILITIES 140,962 32,645 —108,317 
Reserves 1,802 9,425 + 7,623 
Capital 8,590 8,386 — 204 
Surplus . 35,790 113,916 + 78,126 
TOTAL LIABILITIES ................ . $202,299 $166,198 —$36,101 
WORKING CAPITAL $ 13,821 $106,341 +$92,520 
CET CUD cs 205000505.scapsdybeccenssineses 1.1 4.2 + 3.1 
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TWENTIETH CENTURY-FOX FILM CORPORATION 


BUSINESS: As one of the leaders in the industry, the company has the 
largest facilities for the production of motion pictures. Through a sub- 
sidiary, the company also operates a news service. In addition, a world- 
wide film selling and distributing system is maintained. 


OUTLOOK: Lower attendance and narrower profit margins have had 
their toll in recent years, and in line with other companies, Twentieth 
Century-Fox's earnings declined from $7.91 per share in 1946 to $4.82 
per share in 1947. Henceforth, much will depend on the popularity of 
releases to reverse the trend. On the credit side is the fact that the 
majority of high-cost pictures have now been fully amortized; furthermore, 
lower budget productions are now in release. Thus indications are that 
profit margins will improve. Although receipts from foreign markets are 
expected to continue sub-normal, expansion in domestic exhibition fields 
has broadened the earnings base. However, the company will undoubtedly 
have to divorce itself eventually of its theater interests, in line with a recent 
Supreme Court ruling. This may turn out to be beneficial, rather than 
harmful, to stockholders. Earnings of the company for the 39 weeks ended 
Sept. 25 were reported as $3.12 per share, compared with $3.65 for the 
corresponding period the previous year. That the down-trend in earnings 
has been arrested is indicated by reported net of $.75 per share for the 13 
weeks ended Sept. 25 compared with $.74 for the corresponding period 
in 1947, 

DIVIDEND ACTION: Dividend payments have been somewhat conserva- 
tive. Current rate of 50 cents quarterly appears secure and should be 
maintained. Indicated yield is about ten per cent. 

MARKET ACTION: Stock has been volative but strengthened finances 
have improved its position. At recent price of 20, it is selling at about 


four and a half times 1948 estimated earnings of $4.50 per share. Range 
for the year is: High 255¥g,—low 1734. 


COMPARATIVE BALANCE SHEET ITEMS 


Dec. 28, Dec. 27, 
























1940 1947 Change 
ASSETS (000 omitted) 
Cash $11,908 $ 32,590 +$ 20,682 
PURUND OREUININES, S6iccseeccicccssccccccecs, _, ceaoseas 8,162 sa 162 
Receivables, net 2,388 6,689 + 4,301 
Inventories ......... 17,090 49,521 + 32,431 
Other Current Asse 150 6,089 ot 5,939 
TOTAL CURRENT ASSETS... 31,536 103,051 + 71,515 
Plant and Equipment......... 22,173 75,746 + 53,573 
Less Depreciation .......................cccceeeeeee 10,365 28,691 + 18,326 
Oa acs ks 5 0a ine vosuaxcednactnaks 11,808 47,055 + 35,247 
NE MEIN gvesch ei cz setvecvss svicscanapnesesocbases 15,528 13,980 -— 1,54 
PIII 6 Sov cs ccucisccsvenssaanascupbacencaspae $58,872 $164,086 +$105,214 
LIABILITIES 
Accounts Payable .......................:0.cc:0000 $ 4,144 $ 16,189 +$ 12,045 
Reserve for Taxes....................cc.c0cceeeees a 9,147 + 9,075 
Citroen Currant Wei NSs.........:.cccccccsesses ssnev voce 1,178 + 1,178 
TOTAL CURRENT LIABILITIES.................. 4,216 26,514 + 22,298 
rs acvensuswsneccixacsecesccsss —” adbanene 5, 4 y 
RE NN ac csc dsnicsanassscesessassisvcessosse: i uanensens 22,670a + 22,670a 
III sox vikanes cele ivadiwuscanceusasnckaccucnccecss 4,081 5,899 + 1,818 
MEIN. Soca acchichsscusbss vstaenvassbasenacesedeskes ces’ 15,911 40,443 + 24,532 
a Eon cas cued antstesaanenerhseKnnie 34,172 57,206 + 23,034 
TOTAL LIABILITIES .... $58,872 $164,086 +$105,214 
WORKING. CAPITAL, .........cccccsecsrrcccsossoee $27,320 $ 76,537 +$ 49,217 
IE UREUED <sccshstessnsvecsstsabecsonsveccsspe 7.5 9 — 3.6 


(a)—Of subsidiaries. 
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7 . Caaees CORP. SIMMONS COMPANY T 
7 ; —_}—___;-— SSS SS Price Range —|——— 
: Bldg Materials : Mattresses & Beds 1 < ee 
: : 5 - - High - 188 4—— 
3 | == = 
a Long Term Debt: $7,342, ~ “ re , 
+ . : . i ' Cc 
: [_— Se: Ceaee: eee 50 ber, b= High and Low for 1996 [- 
‘i Fiscal Year: Oct.’ 31 | tt 8 t 
a - - ; { ] : +t 
: Hy wo <— 2 Funded Debt: $9,076,000 
+ = = 1 i. il 4 pea nd Pfd: 75,000 - $100 parf — 
5 . —_ a © Ba =) 22 See ee ane -Common: 1,158,236 - no par = fF one 
- High and Low for 1936} — : Fiscal Year: Dec.: 31 =“ -—— 
_— : —* ete t t ss 
: a : it a i 
| — tt - 1 T + T the 
efort : TSE 3 f } Ht ; 
+— : 20 ‘11 i. T + Ft 
iH tft tet the t ~ 
JF 4 St Se } fa 
i oa it pt yt 2 Sosa? - f 
a a { + haat Bo T I fat! : iT t T t 
: _——/ as * ‘ ui TTP al i 
<= i RS = ——— 
atau a CU a a ES a Se Sa { 
ree a iv | THOUSANDS OF SHARES ee SSS t 
r : . = a a + t I +h THOUSANDS OF SHARES 
iit ts f SS Scns Soret or ot 
19046 1937 1938 1939 1940 | 1941 1942 1943 1944 1945 1946 1947 1948 | 1937 } 1938 1939 1940 1941 1942 on telttl aut B alana 1946 1947 1948 
oo }.60|.95 | .06 1 2.56] 1.24] -55 | .94 | .97 | 4.17 | 6.50 1.42 | 2.111 2.33 | 3.03 | 2.11 | 2.07 | 2.56 | 2.34 | 5.08 | 7.04 
San - | 1.12 | .15_| 50 | .50| .50 | 1.00 | 1.1% ov ff 2.25 | 1.25 | 1.75 | 2.00 | 2.00 | 1.25 | 1.00 | 1.25 | 1.25 | 2.00 | 2.50 
5 313.2 | 3.5 140 |46 [5.3 [10.2 | 8.5 | 8.4 [wg Gp smiy, Ta4.8 | 15.4 135.8 117.1 | 18.9 [20.5 [21.2 [20.9 [25.0 | 33.3 |e Qp 
CELOTEX CORPORATION SIMMONS COMPANY 
he BUSINESS: C i 
: Celotex is the only large company that manufactures insulat- : 
4 ing and other building materials from sugar cane waste fibre, a low-cost ensgy Simmons is the leading manufacturer of high quality mat- 
: material. About 65 per cent of output is sold to the building trades, the tresses, bed springs, and metal beds. These account for about 70 per cent 
rest to the automobile, refrigerator, railroad and other industries. of total sales. The remainder is accounted by such lines as bedroom fur- 
- nishings, couches, sheetings, damask mattress tickings, upholstery fabrics, 
‘th OUTLOOK: Rebounding sharply from the low level of building during 2d similar textiles. 
82 the war, the company proceeded to chalk up successive postwar records 
“a during subsequent peace years, culminating in all-time peak sales of OUTLOOK: Reflecting the great purchasing power in the hands of the 
he $46.9 million for the fiscal year ended October 31, 1947, with net income public, company’s sales have been steadily forging ahead, reaching a 
ag of $6.23 million or $6.59 per share, compared with $4.17 per share the peak last year that was twice as high as in any war or prewar year. Earn- 
me previous year. In view of large accumulated needs, demand for the com- _ings have kept apace, leaping from $2.34 per share in 1945 to $5.08 in 
<a pany’s products is expected to continue strong, as indicated by the recent !946 and to $7.04 in 1947. Since the demand for the company’s main 
ri high level of contract awards, Company's earnings potential has been _ products is still strong, sales should continue at a high level, additionally 
ly increased by the virtual completion of an extensive plant expansion pro- bolstered by new items such as stainless steel hospital equipment and 
a gram, which should improve profit margins, particularly in view of higher electronic blankets added in recent years. Because of rising costs, profit 
a = for some of the company’s products. Since the cost of raw materials | margins have been narrowing lately but should be well restored with the 
ae oes not change much and since the labor factor is comparatively small, price increases put into effect last month. Company reported earnings of 
_ greater sales and better earnings appear in prospect. For the nine months $3.85 per share for the first six months of this year compared with $3.79 
- agra 31, earnings of $5.33 per share were reported, compared with for the corresponding period last year. Full year earnings should well 
13 $4.77 for the eve nine months of the previous fiscal year. Full year earn- exceed $7 per share. In view of the large amount of new homes at present 
he ings are expected to reach $7 per share. — pe and the still larger amount to be constructed in the 
, : 
cy oh ACTION: Dividend disbursements were liberal during the war Ee aE eT eT Eee 
fa- years, became conservative during 1946-47 and have lately again become . 
be somewhat more generous. Current rate of 50 cents quarterly is expected to SS eee bers need to finance expansion has kept dividends 
cottons, elediag = vakd ft CK = : conservative scale in recent years. More liberal payments now are a 
ikely prospect. Total disbursements of $2.50 this year afford a yield of 
es MARKET ACTION: The stock generally moves over a wider range than 9.3 per cent at present price. 
Dut the industrial average. At the recent price of 25, it is selling at only three 
ge — a halt tienes this year's indicated earnings. It is also close to the year's | MARKET ACTION: The stock is somewhat volatile. At recent price of 27, 
“ 2234, with a sizable appreciation potential to the year's high _ it is selling at less than four times earnings. It has been as high as 36 this 
° h. year, indicating good appreciation potentials. Low for the year is 26!/,. 
COMPARATIVE BALANCE SHEET ITEMS COMPARATIVE BALANCE SHEET ITEMS 
October 31, December 31 
1940 9 Change 1940 1947 Chan 
ASSETS 000 omitted ASSETS - 
Ce Dig TAN an. 8S At er! $ aw 4+$ 4,041 sieeve 
| Marketeble Securities .....ccccccccccccsccsce | seseesss 465 ee i ee sae = 8 8 +S 4786 
Receivables, net ........... 2,245 5,085 2,840 2 ee Tta0 t 4e 
7 P — ’ Receivables, net : 5,479 11,846 6,367 
Inventories «0.0... 1,580 4,223 + 2,643 Inventories .......... 8,753 20,915 Tt s2t62 
‘ TOTAL CURRENT ASSETS..... 4,885 14,874 + 9,989 TOTAL CURRENT ASSETS 19,298 6,000 + 26,702 
Plant and Equipment............... 10,398 28,349 ‘17,951 Plant and Equipment... 35,086 42,998 + 7,912 
Less Depreciation ............... 6,031 9,249 + 200 foe Seer . 22,113 24,706 + 2,591 
Nas cbse sehinveas aokascane 4,367 19,100 +“ae So 12,979 big ++ + See 
ARMED SURE oe o5 0 ccoe cScteetssaccas ceca scesusioate 2,890 2,129 — an ‘cums sae $s3/aa0 $ea/5ae T aa 
on soyc corl honey Grawhinunbaaannxed $12,142 $36,103 +$23,961 , 2 —_ a 
LIABILITIES 
LIABILITIES 
Notes Payable ...............ccccccccceees $ 266 $ 1,000 +$ 734 
Accounts Payable ...................... 690 2,235 4 0,56g ates Paryaltton «...........neennssecrnsscerensrerre | arses $ 712 +$ 712 
) Reserve for Taxes................ 122 2,038 + 1,916 Rescents Paeane «...... $ lame “es + 2436 
da Other Current Liabilities... 640 1,190 +; = : er — tT 2 
‘ Sine Ganmuier caiman ’ Other Current Liabilities........... , 475 1,961 + 1,486 
) 1,718 6,463 + 4,745 TOTAL CURRENT LIABILITIES.................. 3,464 12,657 + 9,193 
Long Term Debt... 3,539 6,342 4+ 2,803 Long Term Debf..............:cc.0000cceeeeeene 9,888 9,076 ee 
: GEM cccecvessrk ets 3,546 6,043 AGT —«—RESOFVES 00. eeececcctcerctsteneneteeenene — geeeeees 597 + 597 
, Serples oan 3,288 17,256 + 13,968 = we 13,666 + .7,500 
sears $12,142 $36,103 23,961 ~~ ye Teun 
WORKING CAPITAL ... $ 3,167 $ 8,411 +3 5,244 WORKING CAPITAL .:, ; NURS Siaaee oeaeas 13riee 
IE IEE 655s scescccscnesicccccesccscescese — ‘ eck: It ede ee ee ala aad 
1 2.9 2.3 6 CURRENT RATIO .......... / 56 3.7 oe 
ET DECEMBER 4 1948 
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Significant 1949 
Earnings Trends 


in Third Quarter 
Corporate Reports 


By J. C. CLIFFORD 


,. sustained industrial prosperity is 
indicated by the mounting flood of third quarter 
earnings reports coming to hand. Record sales and 
profits feature the picture more often than other- 
wise, with signs that 1948 will prove to be a banner 
year in American economic history. As pointed out 
in our last issue, however, variable trends in dif- 
ferent industries and their components carry weight 
in appraising what may be ahead, for while some 
units may extend their gains next year, it is becom- 
ing apparent that others show signs of faltering, 
or even of falling back. 

At the industry level, the accumulation of reports 
tends to confirm that producers of steel, petroleum 
products, automobiles and their parts, electrical and 
agricultural equipment, railway cars and building 
supplies are among those reporting unabated and 
peak prosperity. Compared with a year ago, though, 
earnings of a good many concerns, mainly producers 
of either hard or soft consumer goods and services, 
have developed a downtrend. The same thing is true 
quite frequently in studying third quarter earnings 
in relation to earlier periods in the current year. 

The real interest in these divergent reports cen- 
ters upon the underlying causes for their variations 
and the prospects for near term reversals of the 
seeming trends. Now that competition has become 
more marked, industry factors are giving ground to 
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the managerial efficiency 
and vitality of individual 
concerns; certain enter- 
prises are holding their 
own very well even in de- 
pressed or recessive groups, 
while others are proving 
laggard in the most promis- 
ing industries. 

So complex are the causes 
accountable for varying 
earnings trends that gener- 
alities are of small signifi- 
cance. With this in mind, 
we refer our readers to the 
appended tabulation show- 
ing the individual experi- 
ence of numerous concerns 
as to volume and earnings 
in the first nine months of 
1948 as compared with a 
year earlier. To clarify mat- 
ters further, we show net 
earnings reported for each 
three-months period this 
year, as well as for the Sep- 
tember quarter of 1947. It 
is well to bear in mind, in 
studying these figures, that 
bookkeeping adjustments 
already made may cloud the 
true picture, and that still 
another adjustment in 
forthcoming annual reports 
must often be awaited be- 
fore assessing full year 
results. 

Interim reports, however, 
provide good clues as to 
earnings trends, and how 
various managements view 
the road ahead. Where up 
to date balance sheets are 
provided, some interesting changes in accounts fur- 
nish ground for comment to the extent that space 
permits, accordingly, we will discuss some of the 
concerns on our list, sampling various industries 
and choosing companies where available informa- 
tion in addition to the figures shown lends added 
interest. 


Celanese Corporation 


An insatiable demand for rayon yarns and fabrics 
is sustaining very high level sales by Celanese Cor- 
poration. Over a ten-year period this aggressive 
concern has spent more than $100 million to enlarge 
its facilities, and as of April, 1948 planned further 
outlays involving about $40 million. As some of the 
new plants came into operation this year, the en- 
larged output was rapidly reflected by increased vol- 
ume. Sales for nine months of 1948 climbed to $171 
million, a rise of 33% above the same period of 
1947. Sales of $54.7 million in the third quarter 
were somewhat affected by labor strikes but this 
was a transitory factor. On the larger volume for 
nine months, operating profit margins widened to 
29% from 22% in 1947, and as interest charges 
plus taxes took only a moderate toll, net income 
jumped to $29.7 million compared with $16.6 million 
a year earlier, or $4.99 per share vs. $2.60. The 
capital set-up of Celanese, with $63.5 million funded 
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debt, some 568,000 shares 
of senior stock and sizable Record of Quarterly Earnings of Selected Companies 
standby credits creates ellie ~RKrES ana as 
quite a leverage effect upon “ae” “We “ee” We” wae "ie on? ae 
common share earnings in || arReavcion $60 $42 §.61 $50 $1.72 $1.49 $70.0 $63.5 
good times like the present. Allis-Chalmers .................... 1.30 76 1.39 88 3.58 72. 225.5. 142.5 
Another representative of American Brake Shoe................ 1.05 -83 95 78 2.78 3.15 87.3 80.6 
the textile industry, Ameri- amaricon Machine & Foundry.... 7h =e 733 a 433 138 cies iaea 
2 merican a, eS . . . . . ° ° le 
— Woolen Company, bids American Viscose ............... 4.01 2.71 4.04 3.30. 11.36 6.67 178.7 144.9 
fair to conclude another American Woolen ...................... 2.31 3.45 2.95 5.01 9.99 11.65 152.1 125.1 
very profitable year al- Anaconda Copper Mining... 1.47 1.04 1.49 1.51 4.47 3.97 Bee ns 
though not quite matching || <= eg ee St a oe ne a ee ee 
‘i NT; ? eae 3 ls = 3 i E ; 4 
1947 results, Nine months Atlas Powder . Sree ee ee 1.16 1.51 96 79 2.91 4.93 32.4 30.5 
sales of $152 million this Mew MMGE i csctct ee, a 63 75 58 1.88 1.65 49.2 39.3 
year compare with $125 Borg-Warner cscs 2.68 2.37 3.28 2.82 8.77 6.51 245.8 205.9 
million in the respective Bude fo. ees oneness: er £) 34 60 77 2.10 1.23 160.1 139.9 
1947 period. Despite this urroughs Adding Machine........ -68 35 78 55 2.00 -88 77.6 42.0 
; Campbell, Wyant & Cannon........ -18 99 1.41 1.23 2.82 3.26 19.1 21.2 
substantial volume, though, Caterpillar Tractor ............... 2.43 98 def.58 1.55 3.41 2.86 147.4. 132.0 
net income after taxes and Celanese Corp. ..... te ee 88 1.86 1.63 4.99 2.60 171.6 128.7 
reserves declined slightly, CS ey 1.35 2.40 1.71 6.88 5.50 1,069.9 989.4 
. ae Cen ee 3.15 3.04 2.33 1.39 6.87 5.79 97.8 74.4 
pianent = pe ag Commercial Credit ........ ae 2.32 1.02 2.72 1.31 6.45 2.57 1,297.8 1,075.6 
as agains § . a ‘= this Curtis Publishing ................. .16 19 “31 "20 67 52. (101.2 93.5 
a per share asls 1s Continental Oil .......................... 2.68 1.84 3.13 2.92 8.68 5.24 244.0 161.5 
would show as $9.99 vs. Firth Carpet ....0...0cccccccccce ot .63 1.14 95 3.00 1.80 15.5 10.0 
General Electric .................. 1.02 68 1.01 88 2.91 2.17 1,137.9 921.2 
$11.65. G I Food 1.13 76 99 1.42 3.55 2.22 336.8 285.2 
enera rere . . . ° e ° le . 
The company deducted Greyhound Corp. ...................... “86 84 37 09 1.31 1.46. 142.7. 133.1 
$2 million more this year  ||Hershey Chocolate... 1.25 45 98 97 3.20 2.46 119.6 82.2 
for contingency reserves Houdaille Hershey .................... 75 1.07 22 28 1.25 3.02 37.6 43.2 
: Sat - Hercules Powder ..................... 95 1.00 1.00 1.09 3.04 3.69 97.5 98.9 
than in the like interval of International Busi Machi 2.93 2.51 2.85 2.67 8.45 7.03 34.7 29.0 
a # nternational Business Machines : 2 2 z a A x d 
1947, however, i or the International Paper ................. 3.67 3.37 3.23 3.25 10.16 9.76 339.3 301.9 
yaaa of gt per Johns-Manville ............ Wen ae 78 1.12 77 3.67 2.56 122.3 96.0 
are. Had it not been for Jones & Laughlin Steel.............. 3.39 1.86 2.41 1.93 7.73 6.29 315.5 253.5 
this bookkeeping variati Kimberly-Clark ......00.00000. 1.45 79 1.37 1.09 3.91 3.04 85.6 65.9 
net earnin Z rod rage Koppers Co. .......... 2.74 1.16 1.66 1.27 5.67 3.89 144.6 119.7 
g e Liggett & Myers..............0... 2.82 1.85 1.90 1.69 6.41 4.92 415.2 378.8 
— would ge Tol 7 es 2.68 1.82 3.26 2.91 8.81 5.95 77.9 62.6 
peare as aroun ‘ III oo ooiac desc cieuneiccsadcekessscchauss .80 .84 1.01 1.16 2.97 2.30 50.9 38.8 
per share, thus developing Minneapolis-Honeywell Reg. .... 93 97 56 65 2.14 3.49 38.5 43.3 
Minnesota Mining & Mfg........... 1.81 1.43 1.44 1.39 4.64 4.30 9.3 8.4 
an actual uptrend. : Motor Wheel ......c.cccc.0c000. 1.09 63 71 79 2.60 2.01 43.0 32.4 
In view of the 22% rise National Biscuit 0.0.00 71 69 “80 69 2.19 2.53 217.5 194.1 
in sales with little or no National Gypsum 1.00 67 81 "84 2.48 2.06 49.8 37.1 
benefit to net earnings, it is Packard Motor ............. -22 12 -33 .09 .64  def.01 1643 ae 
Parke Davis ................ 52 50 42 53 1.47 1.79 54. 54. 
appar ent ge the com- Pfizer (CHS. ).....c-ccccccccccccssssssees 1.21 1.75 1.75 1.94 4.91 4.47 35.4 28.1 
pany s pro t margins are Phillips Petroleum .................... 3.18 2.07 3.03 3.00 9.21 5.20. 329.7. 209.9 
being squeezed by rising Rayonier, Inc. .......... ; 2.35 1.94 2.25 2.16 6.76 5.18 47.3 36.7 
cos > resis- Rexall Drug .............. i ~ 20 03 def.12 08 16 07 125.9 130.2 
Ss an consumer resis 5 ; 33 as was 
2 1 ; PI, SII peccecasscocsaancesacasises 2.20 1.05 .30 54 5.03 85 \. 5 
a ip TAT ae 69 62 1.16 96 2.81 1.98 86.7 64.3 
11ts. etalied analysis 0 SS. 64 24 1.01 43. 2.11 2.11 203.2 141.0 
this factor must await the [|| st. regis Paper... 60 “61 78 33-221 2.01 123.4 103.9 
full year report. It is inter- Shell Union Oil.........ccccccccce- 1.97 1.14 2.00 2.15 6.11 2.87. 609.0 440.1 
; Sterling Drug ....ccccccscussseen “89 83 87 1.08 2.83 2.65 103.1 98.4 
esting ——— ee To ee 2.24 66 1.64 1.81 5.69 2.19 278.1 186.2 
no signs 0 IM1INISHING | Texas Gulf Sulphur................ 1.58 1.43 1.67 1.45 4.70 4.18 45.1 40.9 
volume are apparent, for as Thompson Products .... 2.58 3.62 2.64 2.40 7.6% 6.93 72.5 69.5 
of October 1 the company’s __ |] Union Bag & Paper........... 2.21 2.39 2.44 2467.1" 691 59.9 46.0 
backlog of $79.7 million Union Carbide & Carbon............ .92 .66 -83 .81 2.55 1.93 463.3 378.2 
. U. S. Hoffman Machinery........... def .06 41 -31 34 59 2.60 14.2 18.8 
was 287% higher than on So oe 3.25 2.58 3.02 3.18 7.94 9.01 1,754.7 1,527.3 
the same date in 1947. Westinghouse Electric .............. 62 94 87 972.45 2.53 711.3 583.3 
Third quarter earnings Youngstown Sheet & Tube......... 4.36 3.47 3.35 3.83. 11.55. 11.61 267.0. 223.3 
of National Gypsum Com- *—-Or gross operating income. 
pany expanded to an even 


$1 per share, an improve- 























ment of about 20% over earlier quarters this year. 
Net for nine months was reported as $2.48 com- 
pared with $2.06 in 1947. The company’s extensive 
postwar expansion and modernization program is 
not only permitting volume to increase substan- 
tially but is also serving to effect cost savings. 
Demand for gypsum lath and plaster, along with 
rock wool insulating material continues; is far from 
satisfied, indeed may rise in 1949. Volume of 
National Gypsum for nine months rose to a new 
peak of $49.8 million and is expected to top $65 


DECEMBER 4, 1948 


million by the end of the year. The recent completion 
of new facilities costing around $30 million will 
indubitably enable sales to rise considerably over 
the near term. In this event the company’s stage 
seems set for somewhat wider profit margins with 
corresponding benefit to net earnings. 

That industrial progress has not been all on the 
bright side is shown by the interim report of 
United States Hoffman Machinery Corporation. 
This leading manufacturer of garment pressing and 
dry cleaning equipment has experienced a wide 
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range of good and bad years over an extended 
period, but from 1938 through 1947 volume in- 
creased from $4.4 million to $24.2 million. In 1946, 
following the elimination of excess profits taxes, net 
earnings soared to a record $1.9 million but on 
practically the same .volume dipped to $974,944 
in 1947. 

In nine months of the current year, sales have 
declined at a rate of about 24%, evidently as a 
result of smaller demand, although the company in 
postwar had spent some $3 million for an expan- 
sion program. Difficulty in reducing overhead ex- 
penses in 1948 cut operating profits by 46% and 
net income fell to $246,368, off 67%. Worse yet, a 
deficit of 6 cents per share was incurred in the third 
quarter. 

All of this shows how the impact of high break- 
even points can affect earnings when reduced vol- 
ume looms up, as well as the difficulty of gauging 
the stability of demand. Hoffman Machinery’s re- 
port also invites attention to restrictions upon com- 
mon dividends established when the company sold 
$3 million preferred stock in 1946. A rather narrow 
margin of available earned surplus and prospects 
of a downtrend in net early this year led to the 
omission of common dividends. 


Atlas Powder Company 


While nine months’ earnings of $2.91 per share 
by Atlas Powder Company were sharply lower than 
the $4.93 reported in the same 1947 period, a mod- 
erate uptrend has been characteristic in each of the 
three 1948 quarters. Net for the September quarter 
was $1.16 per share, or an annual rate of $4.64. 
This concern has been experimenting unsuccessfully 
with the production of coated fabrics in line with 
diversification policies, losing considerable sums in 
the process. The management has announced that 
it has discontinued these operations, hence its profit 
margins may show near term improvement. Well 
sustained volume of $32.4 million for nine months, 
7% higher than a year previous, could support this 
premise. Confidence of the Atlas Powder manage- 
ment in the outlook has been expressed by declara- 


tion of a $1 per share dividend, in contrast to 50 
cents paid in the first three periods. 

Chrysler Corporation reports further consistent 
gains in the third quarter, with net per share of 
$2.77 up from $1.71 in the March quarter. This 
improvement is notable because sales for nine 
months have risen only slightly to just over $1 
billion compared with $989.4 million in the respec- 
tive 1947 interval. Net earnings of $52.5 million for 
nine months or $6.87 per share, represented 4.91% 
of domestic sales; including dividends received from 
foreign subsidiaries, the net margin would be 
nearer 5.8%. 


Trend of Unit Sales 


Unit sales of Chrysler cars and trucks for nine 
months were 693,559 as compared with 695,219 in 
the 1947 period, the decrease being due to a strike 
in the third quarter that prevented the production 
of 50,000 passenger cars. In addition to automotive 
items, substantial quantities of industrial and ma- 
rine engines, air-conditioning equipment, heating 
and refrigerating units, and other products were 
manufactured, thus benefitting over-all sales and 
earnings. The company estimates the costs of bring- 
ing out new 1949 models at $75 million and is rather 
pessimistic over the prospects for stepping up pro- 
duction in view of labor disputes and continued 
scarcity of materials. 

Firth Carpet set an interesting record by selling 
more goods in nine months of 1948 than in all of 
1947. Volume for the period climbed to $15.5 mil- 
lion, 55% higher than in nine months of last year. 
Efficient cost control, in the face of a 78% jump in 
taxes, helped to advance net earnings to about $1.7 
million or $3 per share, compared with $2.60 for 
full 1947. Third quarter net of $1.02 per share was 
the best thus far in the year and the management 
foresees no letdown in the foreseeable future. 
Demand for rugs and carpets continues strong and 
promises to stay so for an indeterminate period. 

Minneapolis-Honeywell Regulator Company has 
been passing through a period where demand for 
its products has tended to lessen, at least tempo- 
rarily, thus establishing moderately lower 
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sales. Volume of this concern was reported 
as $38.5 million for nine months, some 11% 
lower than in the same time a year ago. 
Profit margins were pinched by this decline 
and net earnings dipped to $2.14 per share 
from $3.48 in the comparable 1947 period, or 
by 38%. 
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Earnings vs. Sales 


Here again we find an illustration of how 
much faster earnings can decline than sales 
under the sometimes inflexible and heavy 
overhead. On the brighter side is the third 
quarter comeback in volume, sales for the 
period amounting to $13.9 million or $1.1 
million larger than a year earlier. Net earn- 
ings accordingly rose to 93 cents per share 
from a level of 56 cents in the July quarter. 
It looks as if now well assured fuel oil sup- 
plies are stimulating home owners to pur- 
chase the specialties of Minneapolis-Honey- 
well at an improved rate. 

Well continued progress is indicated by 











the recent interim (Please turn to page 255) 
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By STANLEY DEVLIN 


Sine the end of the war, the distilling 
industry has had its share of troubles, first at the 
production end and later at the distribution end. 
The former have all but disappeared, and even the 
slump in consumption noted in 1947 has given way 
to a levelling off of sales on a plane that augurs well 
for maintenance of earnings at satisfactory levels. 

Hence confidence in the outlook is returning. Al- 
though the tempo of competition is likely to be 
stepped up in the years ahead, there are many fac- 
tors tending to strengthen the position of major 
producers. In the light of recent economic develop- 
ments, a more optimistic attitude toward stocks 
representing this industry appears warranted. 

Basis for this viewpoint may be summarized 
briefly in reviewing significant forces and their 
potential effects on consumption and production of 
distilled spirits: 

(1) Election results point to the probability of 
continued high national income, assuming that 
labor’s bargaining position has been so strengthened 
as to resist any lowering of wage rates. All experi- 
ence shows that consumption of alcoholic beverages 
normally follows the trend of consumer income. 

(2) Changed conditions appear likely to avert a 
cut-throat price competition in retail channels—a 
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practice that plagued the in- 
dustry and narrowed profit 
margins in the past. 

(3) Recurring disruptions 
in production, causing ab- 
normal fluctuations in dis- 
tribution outlets and extraor- 
dinary expenses in plant 
operations, presumably are 
a thing of the past. This 
should assure more orderly 
and less costly production 
schedules. 

(4) Because labor costs 
are exceptionally low, the 
industry is less vulnerable 
than most others to the 
threat of still higher wage 
rates. 

(5) Distillers would not 
be immune to effects of ex- 
cess profits taxes or possible 
increased corporate levies, 
but leading concerns in the 
industry enjoy substantial 
cushions in current high 
earnings. Moreover, excise 
taxes have reached such a 
high level that the industry 
feels rather confident that 
no further hikes in this cate- 
gory are in prospect. A rela- 
tively large proportion of 
selling prices for whisky 
represents federal and state 
taxes, and most neutral ob- 
servers agree that it would 
be unwise to encourage boot- 
legging by driving consumer 
demand into illegal channels. 

Price trends in grain are 
particularly important for 
whisky distillers. Inflation- 
ary tendencies are unfavor- 
able; first, because they raise 
costs of materials from which whisky is distilled 
and, second, because they contribute to an uptrend 
in living costs and thereby reduce potential con- 
sumption of distilled spirits. Hence, by contrast, the 
recent downtrend in farm products has been bene- 
ficial all around. Grain costs in this year’s whisky 
production have been substantially reduced. At the 
same time, a reversal has been observed in retail 
consumption of alcoholic beverages. Sales this year 
are expected to approximate 180 million gallons, 
compared with an estimated 178 million for 1947 
and 23t million in 1946. 


Future Sales Potentials 


Although consumption undoubtedly would be re- 
duced in case of a business recession, trade author- 
ities feel that sales this year probably represent a 
relatively low volume considering present national 
income and growth in population. Records of pre- 
prohibition consumption indicate that demand has 
approximated 1.4 gallons per capita annually. The 
rise in this country’s population to an estimated 145 
million, therefore, readily might support sales vol- 
ume of 200 million gallons a year or slightly more. 

Inasmuch as productive facilities increased rap- 
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idly during the war to supply military requirements 
for alcohol] used in production of synthetic rubber, 
ammunition and other essentials, the question na- 
turally arises as to the possible adverse effects of 
overproduction. This is the bugaboo which con- 
tributed to widespread liquidation of liquor stocks 
in 1946, when investors foresaw the prospect of 
price wars and vanishing profits. All the evidence 
points to the probability that trouble from this 
source, if it ever develops, still is quite a distance 
away. 


‘Straights’ vs. Blends 


In the first place, the great bulk of whisky con- 
sumed in the American market is comprised of a 
blend of whiskies aged in the wood for several years 
with neutral spirits. Because of suspension of 
whisky making in the war, the supply of four-year- 
old potables is extremely short. Hence, so-called 
straight whiskies and blends requiring considerable 
aged whiskies are scarce and there is little pros- 
pect of price competition in these lines. Consumer 
demand for less desirable brands made from newer 
distillations is insufficient to induce price-cutting, 
since the excise tax represents such a high propor- 
tion of selling price. Moreover, mandatory fair trade 
price regulations in major markets virtually bar 
“price wars” as they were known before the war. 

The effects of the shortage in four-year-old inven- 
tories on merchandising policies of individual com- 
panies as well as on consumer preferences is not 
generally appreciated outside of trade channels. A 
study of the situation strengthens the conviction 
that fears of oversupply of desirable blends have 
been exaggerated. It is difficult to believe that keen 
competition threatening profit margins may be an- 
ticipated within two years at the earliest. 

Consider these statistics. According to trade 
authorities, inventories of four-year whiskies on 
June 30 approximated 35 million regauged gallons, 
that is, allowing for evaporation in storage. Inas- 
much as the distilling industry was devoting its out- 
put to the war effort four years ago, the only sup- 
plies to mature in the twelve months to next June 
will be the so-called distillers’ “holiday” output of 
August, 1944, and January, 1945. The first of these 
two contributions is expected to add about 9 mil- 
lion regauged gallons and the second probably will 
enlarge inventories by about 19 million, suggesting 





a supply for the twelve months from last July until 
next June of roughly 63 million regauged gallons. 

Of this amount it is estimated the industry will 
require at least 50 million gallons for blending pur- 
poses to fill sales quotas. Perhaps an additional half 
million gallons may be lost in evaporation and usage, 
leaving inventories of that particular age class at 
the end of next June at the extremely low level of 
about 12.5 million gallons. Aged whiskies will begin 
to become more plentiful as production of the last 
half of 1945 matures in the corresponding months of 
1949, but since it is customary practice for distillers 
to hold available at least one year’s normal usage, 
say, 50 million gallons, it may be seen that by mid- 
1949, essential inventories are likely to be at a 
dangerously low point. In fact, it is estimated that 
comfortably large supplies of various age groups 
may not be restored until the summer of 1950. 

By that time, competition may be expected to dic- 
tate strengthening the proportion of aged whiskies 
in popular blends. Higher percentages of mature 
inventories obviously would raise costs and, assum- 
ing retail prices remained unchanged, narrower mar- 
gins would be available for distillers and whole- 
salers. Such a development still is some distance 
away. 

It would be idle at this stage to attempt an ap- 
praisal of merchandising conditions a couple of years 
hence. The investors should be concerned at the 
moment with prospects for the coming year. Indus- 
try statistics and reports from neutral sources sug- 
gest that supply and demand are in reasonable 
balance and that the demand factor is more likely 
to grow stronger than supplies. 


Prospects of Firm Price Structure 


National income has risen this year to another 
new high record and, despite warnings of economic 
troubles ahead, economists now look for a further 
increase in 1949 to the area of $225 billion or more. 
Purchasing power this year was enlarged substan- 
tially by a reduction in federal income taxes of some 
$5 billion as well as by large veteran bonus distribu- 
tions. If living costs continue their recent down- 
trend, effective purchasing power may be sustained 
on a high level in the coming year. 

These factors suggest a firm price structure. Addi- 
tional assurance is found in effectiveness of fair 
trade laws in maintaining prices and in averting 



























































Statistical Summary of Leading Distillers* 
Net Per Share Price- 
9 mos. Dividends Div. Recent Earnings Price Range 

1946 1947 ° 1948 1947 1948 Yieldt Price Ratio® 1947-48 
American Distilling $11.70 $4.04 $2.80 $3.00 $2.00 6:25 $32 7.9 $4934-25 
Brown-Forman Distillers 2.71 b 8.94b 6.09 b 1.00 1.40c¢ 12.7 II 1.8 2734-10 
Distillers-Seagrams 200 2.73 b 4.88 b 6.24b .60 60 E 3.5 17 27 1934-11, 
National Distillers 5.01 4.57 1.96 2.00 2.00 11.1 18 39 23'/2-17', 
Publicker Industries 11.10 1.99 1.18 5% stock 5% stock 23 11.6 3234-1534 
Schenley Distillers . 13.58 b 7.46 b 8.20b 2.00 2.00 A: 28 3.8 5534-23! 
Walker-Gooderham & Worts ...... 5.28 6.54 7.57 127 2.00 8.0 25 3.8 2734-17!/ 
*—_figures adjusted for stock splits b—fiscal years ended 1946, 1947, 1948 
°—based on 1947 calendar or 1948 fiscal earnings c—plus stock 
t—based on 1948 dividends E—estimated 
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disturbing competitive practices. Such regulations 
control retailing in eight states, while in seventeen 
others state monopolies handle distribution to the 
public, and it is not their practice to conduct “‘bar- 
gain sales” to stimulate consumption. 

Although the legal fraternity has questioned the 
constitutionality of laws establishing minimum 
prices for merchandise, thus far there has been no 
serious challenge. As a matter of fact, lawyers admit 
that in the case of the distilling industry, there 
would seem to be stronger support for the fair trade 
principle than in most other lines. Distillation of 
alcoholic beverages derives its authenticity from the 
law of the land — namely, the Twenty-first Amend- 
ment to the Constitution. This authorization grants 
to individual states the right to control distribution 
and consumption of distilled spirits under regula- 
tions fixed by various state legislatures. 


Advantages of Fair Trade Practices 


It well might be argued successfully that fair 
trade practices are essential to control of distribu- 
tion and consumption; in other words, that price- 
cutting aimed at increasing demand for alcoholic 
beverages was not in the public interest. The distil- 
ling industry is not disposed to resist such regula- 
tions despite limitations on competition, for there 
are compensating advantages. Moreover, the trade 
would prefer price control among independents to 
spread of state monopolies. 

Maintenance of retail prices tends to avert periodic 
“sales” that frequently in the past disrupted normal 
production and distribution facilities. Moreover, re- 
tailers are able to control operating expenses and to 
manage inventories more efficiently. They are able 
to pay for supplies in cash and benefit from discounts. 
Protected from underselling by large distributors, 
such as department stores, small stores are able to 
carry relatively larger and more diversified lines. In 
short, the practice is conducive to stable merchan- 
dising that yields satisfactory profits all around. 

Another factor on the favorable side that deserves 
consideration is the prospect of freedom from inter- 
ference with normal operations. Grains are again in 
abundant supply throughout the world. There is no 
need, therefore, for repetition of restrictions which 
banned distillation of whiskey from cereals a year 
ago. The shutdown of two months at the end of 
1947 involved considerable unnecessary expense in 
furloughing workers and in maintenance of plants 
from which no pr oduction was being obtained. This 
handicap on last year’s earnings is not expected to 
be repeated. 


Growing Value of Inventories 


Moreover, the distilling industry is an outstanding 
example of an inflation beneficiary. Accordingly, if 
the general level of prices rises further or remains 
on an exalted plateau, producers of distilled spirits 
stand to gain from this trend. Liquor inventories 
improve with age. Growth in value through aging 
more than compensates for evaporation while alco- 
hol is in storage. It is interesting to note, for ex- 
ample, that if a distillery’s output exceeds require- 
ments for a year, the remaining inventory is more 
desirable for the following year’s blend. Thus if in 
1950 the supply of four-year-old whiskey should 
exceed requirements by a few million gallons, the 
industry would have more plentiful stocks of five- 
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year-olds for the succeeding year’s output. Hence 
the need for reserves for inventory declines is 
unthinkable. 

The industry is in stronger hands than before 
the war. Many small distillers took advantage of tax 
provisions which permitted them to register long- 
term capital gains through sale of inventories at 
inflated prices during the war instead of continuing 
in business and paying normal income taxes on 
earnings. As a consequence, a large part of the busi- 
ness has fallen into the hands of about six or seven 
major concerns—Distillers Corp.-Seagrams, Ltd., 
Schenley Industries, Inc., National Distillers, Hiram 
Walker-Gooderham & Worts, Publicker Industries, 
Brown-Forman and Park & Tilford. 


Low Labor Costs 


Advantages enjoyed by the industry in low labor 
costs have been mentioned as a factor that deserves 
attention now that renewed agitation for a “fourth 
round” of wage boosts presents a hazard for most 
industries. Raw materials constitute the chief item 
in manufacturing costs. Distribution involves con- 
siderable expense in bottling and in packaging as 
well as in promotional efforts. Advertising costs have 
been rising, and the large distillers have appropri- 
ated larger sums for this purpose notwithstanding 
limitations imposed by scarcities of aged whiskies. 

The fact that earnings have been maintained on a 
relatively high plane is reassuring for stockholders, 
suggesting that difficulties envisaged for the post- 
war period had been less burdensome than had been 
feared. The outlook for the coming year is fairly 
hopeful. Grain prices give promise of declining at 
least moderately, distribution costs also are in a 
favorable trend with bottles and containers in abun- 
dant supply at more satisfactory prices. Consump- 
tion is expected to improve slightly and as far as 
can now be foreseen, margins in the coming six 
months should compare favorably with those in the 
forepart of 1948. 

Results in the next few months are expected to 
afford a basis for calculations of postwar earning 
power. Some madadjust- (Please turn to page 258) 
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There is probably no kind of 
uncertainty which affects longer- 
term investment decisions more 
than does uncertainty about taxes. 
Senator George, who will be 
chairman of Senate Finance Com- 
mittee, has publicly expressed his 
opposition to an excess profits tax 
and his preference for a straight 
increase in the present 38% cor- 
porate tax rate, if taxes have to 
be increased at all. Senator Mc- 
Grath, chairman of the Demo- 
cratic National Committee and 
close to Truman, favors an excess 
profits tax. So does Senator 
O’Mahoney, who will be chairman 
of the Joint Economic Committee. 
In a press conference Mr. Tru- 
man advised reporters “‘not to go 
out on a limb” in predictions 
about taxes. In other words, what 
will actually be done is still any- 
body’s guess. Yet the scope and 
form of a corporate tax increase 

























can make a significant difference 
to the investor in selecting stocks 
to hold for six months or longer. 


Example 


For its latest fiscal year Best 
Foods earned $6.36 a share. Had 
a 60% excess profits tax been in 
effect, with an exemption 50% 
higher than that allowed under 
the wartime law, the net would 
have been $3.70 a share or about 
42% less. In view of working 
capital needs, any such reduction 
in earnings would put continua- 
tion of the indicated $2.50 divi- 
dend rate in question. On the 
other hand, had the regular cor- 
porate tax rate been 50%, instead 
of the present 38%, the shrink- 
age in earnings would have been 
merely from $6.36 a share to 
$5.13, a difference of less than 
20%, leaving the dividend over 
twice covered. In short, this is a 


fairly typical situation in which © 




























INCREASES SHOWN IN RECENT EARNINGS REPORTS 


PN IID © sce cchesicsceoseccscsvcesesesesese 
Anaconda Copper Mining.......................... 
RC NMMION ons ce usabiscctnssdcesbesscieectessoscsseowss 
GCaderplar Tractor .......0cecssccccsccccocsessecsccsss 
UNI oon ons ciac cad avceahscrsesssaccesescs 
International Nickel ......................0c.c00cce0ee 
PNM VS csev oi icoci i essacsiess derebavessetesveseevossaucres® 
Schenley Distillers ...................ccccccccceeeeeees 
Standard Oil of New Jersey...................... 
SINNED S603 Le Savn teas sacecssscccewsstooseess 


1948 1947 
9 mos. Sept. 30 $11.36 $6.67 
9 mos. Sept. 30 4.47 3.97 
9 mos. Sept. 30 8.78 6.50 
10 mos. Oct. 31 4.72 3.43 
9 mos. Sept. 30 3.08 2.37 
9 mos. Sept. 30 1.95 1.51 
Sept. 30 quar. 64 .24 
Year Aug. 31 8.20 7.45 
9 mos. Sept. 30 10.25 7.43 
9 mos. Sept. 30 2.48 1.92 


















THE MAGAZINE 


any reasonably conceivable boost 
in the present tax rate would be 
decidedly preferable to an excess 
profits tax. 


Opposite Extreme 


At the opposite extreme, con- 
sider the situation of U. S. Tobac- 
co, the largest maker of snuff. 
which for years has paid out prac- 
tically all annual earnings in divi- 
dends. Things have been looking 
up for this company. Earnings 
this year will approvimate $1.40 
a share, with little chance of ma- 
terial change in 1949 if present 
taxes were retained. The manage- 
ment has declared a total of $1.35 
in dividends for 1948. On that 
basis the issue yields about 7.5%, 
which is outstandingly attractive 
for a stock on which payments 
have been continuous and gener- 
ous since incorporation of the 
company in 1912. Moreover, the 
issue has sold above the present 
price of 1814, often by 50% or 
more, in the great majority of 
past years. But can you count on 
the 7.5% yield in the light of the 
prevailing tax uncertainty? Prob- 
ably you could under an excess 
profits tax, for the exemption— 
on the reasonable assumption ap- 
plied to Best Foods in the exam- 
ple previously cited — would ap- 
proximate the present $1.40 a 
share in earnings. However, a 
boost in the regular 38% rate 
would cut earnings and dividends 
in very nearly direct ratio to the 
increased tax. Thus, under a 50% 
rate, net this year would have 
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been about $1.12, instead of 
$1.40; the dividend probably 
$1.10, making the current yield 
about 6%. Considering the static 
nature of the snuff business, that 
is not particularly attractive — 
especially since it is closely in line 
with the average level of yields 
on industrial stocks. 


In General 


Generally speaking, a much 
greater number of companies 
would be hit significantly by an 
excess profits tax of any propor- 
tions than by a boost up to 45% 
or 50% in the regular tax rate. 
The latter would result in rela- 
tively few dividend reductions, 
were other things equal—that is, 
under continuing good business 
and if working capital problems 
are not exceptionally formidable. 
The greatest vulnerability to ex- 
cess profits taxation exists where 
companies are both earning a 
great deal more than they did be- 
fore the war and netting an un- 
usually high return on their in- 
vested capital. This is rather gen- 
erally so, for example, in the 
paper and textile industries; and 
to some extent in retail trade. 
Where dividend coverage is nar- 
row, any kind of tax boost will 
have to be watched. Fortunately, 
there are relatively few such situ- 
ations outside of the utility field; 
and even here dividend fears 
could easily be exaggerated. 


Utilities 


Despite greater stability in 
earnings and dividends, the aver- 
age utility stock now yields a 
slightly higher return than the 
average industrial. For a long 
time there has been a gradual 
but persistent deterioration in the 
relative market position of util- 
ities. Inflationary conditions 
caused them to lose some invest- 
ment appeal, since they sell their 
output at fixed rates. Fear of 


partially successful, judging by 
experience of telephone companies 
with the various state commis- 
sions. We would not sell good util- 
ities at present prices, but this 
column can see no reason for 
hurry in adding to holdings in 
this group. 


Contrasts 


The market as a whole is 
roughly 25% above the average 
level of the prewar years 1935- 
1939. Groups which are now 
materially under their prewar 
average include utilities, contain- 
ers, drugs and cosmetics, finance 
companies, gold mining, leather, 
railroad equipment, sugar and 
tobacco. Groups which are most 
greatly above their prewar levels 
include air transport, distilling, 
coal, fertilizers, dairy products, 
oil, paper, retail trade, shipbuild- 
ing, shipping, textiles and tires. 
The shifts indicated are, of 
course, long term; and not, in any 
significant degree, the result of 
the post-election market decline. 
The sharpest recent declines have 
generally centered in groups 
which had risen most in the four- 
week rally just prior to the elec- 
tion. Those which have been per- 
sistently out of favor this year— 
for example, motion picture 
stocks, drugs, auto accessories, 
liquor and containers — have 
added either little or nothing to 
previous declines. Apparently they 
are substantially “sold out.” 


Support 


When stocks meet effective buy- 
ing support at the same level over 
a long period, it must mean some- 
thing. For example, here are the 
lows for two years or so in Alpha 
Portiand Cement: 1946, 25; 1947, 
24%; March, 1948, 2514; recent 
post-election decline, 25. The cur- 
rent price is 27. The 1948 high 


was 31144; the 1946 high was 
39%. Dividends paid so far this 
year total $2.00, yielding 7.4% at 
current price, but probably are 
subject to increase. The cement 
outlook, as this column has noted 
before, appears highly favorable. 


Rising Lows 


Some stocks have sold at higher 
lows on each market fall since 
1946. Among the two which have 
long seemed to this column to 
offer pretty solid values are Ken- 
necott Copper and Phelps Dodge. 
Earnings of each this year will 
exceed $9.00 a share. Kennecott 
has voted $5.00 in dividends for 
1948 and thus is on a yield basis 
of about 8.7% at current price of 
5714. Phelps Dodge has also paid 
$5.00 and is on a yield basis of 
nearly 9% at current price of 
5534. It is possible that price con- 
trol might be put on copper, but 
a roll-back seems improbable; and 
the present price of the metal is 
more than adequately profitable 
for low-cost producers. Because of 
the depletion allowance and the 
resulting accounting practices 
used by all companies in extrac- 
tive operations, it is not possible 
to estimate any tax potentials for 
copper companies. Judging by 
wartime experience, however, cop- 
pers probably would not be too 
greatly affected by an EPT; and 
only lightly so by any increased 
tax rate up to 50%. 


Switching 


Judging by our mail and other 
indications, the election result has 
made investors more inclined to 
reappraise their holdings and 
contemplate some possible switch- 
ing to improve their positions. In 
most cases they seem to be think- 
ing in very general terms. What 
about the impact of higher taxes 

(Please turn to page 255) 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Continental Can Company 


“Please furnish recent annual earn- 
awe and dividends of Continental Can 


0. 
B. E., Kansas City, Mo. 


Consolidated net earnings of 
Continental Can Company, Inc. 
and wholly owned subsidiaries, 
applicable to the common stock 
for the twelve months ended Sep- 
tember 30, 1948, were equivalent 
to $4.39 per share as compared 
with $3.26 per share in the corre- 
sponding twelve months period 
ended September 30, 1947, and 
$4.30 per share reported for the 
twelve months ended June 30, 
1948. 

The current earnings are sub- 
ject to year-end adjustments, and 
show consolidated net earnings of 
$14,420,743 after income taxes 
and other charges, which, after 
deducting dividends of $562,500 
on the $3.75 cumulative preferred 
shares, left $13,858,243 applicable 
to the 3,158,601 common shares 
outstanding on September 30, 
1948. 

Before depreciation, depletion 
and income taxes, consolidated 
profits for the period amounted 
to $29,252,625 compared with 
$22,563,634 before fixed charges 
in the twelve months ended Sep- 
tember 30, 1947. Depreciation 
and depletion deducted in the cur- 
rent report totalled $6,255,582 
with $8,576,300 added to the re- 
serve for income taxes to cover 
the estimated additional amount 
required for this purpose. The 
currently reported earnings of 


$13,853,243 applicable to the com- 
mon stock compared with $10,- 
285,846 reported for the 12 
months ended September 30, 1947 
on 3,157,731 common shares then 
outstanding. 

Dividends this year will total 
$1.50 per share against $1.25 
paid in 1947. Operations of this 
second largest tin can company 
continue favorable. 


Lehigh Coal 
& Navigation Company 
“Please furnish interim 1948 earnings 
of Lehigh Coal & Navigation Co. and 


annual dividend rate.” 
F. E., Little Falls, N.Y. 


Consolidated net income of 
Lehigh Coal & Navigation Com- 
pany and its subsidiaries for the 
nine months ended September 30, 
1948 was $2,416,000, or $1.25 a 
share, compared with $1,654,000, 
or 86 cents a share, in the corre- 
sponding period of 1947. 

Lehigh & New England Rail- 
road Company, a wholly-owned 
subsidiary, continued its earnings 
up-trend in the third quarter 
which began with a record June. 
Earnings for the first three quar- 
ters totalled $1,374,000 as com- 
pared with $960,000 in the corre- 
sponding period a year ago. The 
company’s earnings prospects for 
the final quarter were bulwarked 
by recent freight rate increases 
and continued record shipments 
of cement and coal. 

Another wholly-owned subsidi- 
ary, Lehigh Navigation Coal 
Company, Inc. earned a moderate 
profit in the third quarier after 


operating at a loss in the first 
half of the year. The third quar- 
ter profit of $68,122 was not suf- 
ficient to offset the loss in the first 
half and the Coal subsidiary com- 
pleted the nine months with a 
loss of $328,659. A profit of $142,- 
840 in September, however, 
showed prospects of improved 
earnings in the final three months. 

The Coal Company’s losses 
built up in the first half were due 
to strikes the early part of the 
year. Additional local strikes at 
the company’s mines and the 
usual annual two weeks’ vacation 
during the month cost the com- 
pany twenty production days in 
July. Profits from the sale of real 
estate have been heavy this year 
and are more than $400,000 
greater than for the first nine 
months of 1947. 

Indications are that the final 
quarter of this year will be 
highly productive and profitable 
and full-year results are expected 
to be greater than any year since 
1926. The company in 1948 will 
extend to 67 years its record of 
consecutive years of dividend 
payment. The company will pay 
$1.00 a share this year, as in the 
past four years. 


General Telephone Company 


“Please furnish information as_ to 
operating revenues and income of Gen- 
eral Telephone Co. with comparative 
figures for the past two years.” 

T.H., Peoria, Iil. 

Consolidated net income of 
General Telephone Corporation 
and subsidiaries for the nine 
months ended September 30, 1948, 
amounted to $2,176,000, an in- 
crease of $611,000 or 39% over 
net income of $1,565,000 for the 
nine months ended September 30, 
1947. Based on the 1,191,150 
shares of common stock outstand- 
ing on September 30, 1948, these 
earnings are equivalent to $1.83 
per share against $1.59. per share 
on the 982,890 shares outstanding 
on September 30, 1947. Earnings 
for the third quarter of 1948 
amounted to 75 cents per share on 


(Please turn to page 252) 
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The Holiday Thought That 
Lives Throughout The Year 
To Father. Son. Friends. Business Associates —to Yourself 


eA this Yuletide . . . give the priceless gift of knowledge that lasts forever and can never be taken away .. 
the key to superior judgment. More than ever it will be essential as the basis for planning in epochal 194! 









Because of its broad scope, its forthright dependability and sound common sense, no gift you can give this year wil 
provide greater service and compliment the recipient more than The Magazine of Wall Street. 


It will express your esteem . . . your interest in his welfare . . . 


and 26 times throughout the coming year serve as: 


- reminder of your thoughtfulness. Those to whom you give The Magazine of W well Street will turn to it with interest, at firs 


. then with eagerness . . . because they will find it practical and 
good, from an investment viewpoint . . . and because they will be 
gaining an understanding of domestic and international affairs 
which they never believed could be acquired so easily. 


Give “he Magazine of Wall Street “Jo... 


YOUR BUSINESS FRIENDS AND ASSOCIATES — It will form a 
bond of interest between you, promote your business relations. 

YOUR EXECUTIVES AND EMPLOYEES — Who will acquire a 
broader grasp of the vast Ladnicial ad economic changes. 
You will benefit from the development of their judgment and 
vision. 

YOUR SON AND DAUGHTER — It will give them a realistic 
approach, as they go out into the work-a-day world; also the 
perspective they need to safeguard their financial future. 

YOURSELF — To “keep ahead of the news” in the changing 
world of business and finance . . . it is the best investment guide 
for income and profit that you can possibly obtain. 
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Keeping Abreaat of Judustrial | 
« and Company News a 





A full scale research program in the field of soft- 
coal gasification is already in operation. Sponsored 
jointly by the Pittsburgh Consolidation Coal Co. and 
the Standard Oil Company of New Jersey, the effort 
is aimed at a threefold objective: gasification’s use 
as a fuel source in event of an emergency; creating 
new markets for coal; and a supplementary store of 
synthetic fuels against a decline in petroleum 
supplies. 


A coast-to-coast television network using air- 
planes to relay programs is now a technical reality, 
according to E. E. Nobles, Westinghouse Electric 
Corp. engineer. As originator of the “stratovision” 
system, he believes that eight planes flying 400 
miles apart at 25,000 feet could transmit nationwide 
programs. Each plane would be able to transmit 
directly to ground receivers in an area 500 miles 
in diameter. 


Bigelow-Sanford Carpet Company has introduced 
what it claims is an entirely new type of carpeting. 
The new product features an integrated wool face 
sponge rubber back construction that is said to have 
the following advantages: (1) it eliminates the need 
for an underlay; (2) it insures longer wear than 
conventional carpets; (3) it is easier and cheaper 
to lay; (4) it may be run up a molding where neces- 
sary as in wall-to-wall installation. 


For the first time in the history of the manufac- 
ture of rayon pulps, hardwoods instead of softwoods 
can be used in a new process for producing dis- 
solving woodpulp developed by International Paper 
Company. J. H. Hinman, president, states that the 
new process involves radical changes in the sulphate 
process, resulting in the production of yarns of supe- 
rior strength which can be processed more rapidly. 


A new instrument to record a vessel’s course 
automatically and continuously is being produced 
for the Navy. The General Electric engineers who 
developed it say that running at low speed, the in- 
strument could make an eight-day record without 
attention. It is the size of a table-model radio- 
phonograph. 


In critical industrial areas, steel shortages are 
being eased by the installation of electrical conver- 
sion equipment to enable steel foundries to cast 
ingots suitable for rolling scarce sheet and strip. 
More than 100,000 KVA rated furnaces are being 
converted in the Detroit district, and power com- 
pany lines there are being extended to supply feeders 
for new furnaces in that region. 


For the first time on an industry-wide scale, a 


DECEMBER 4, 1948 





continuous method of making “hard soap” involving 
a basic change in manufacture, is now well under 
way. This was revealed at a recent meeting of the 
American Oil Chemists Society. Among the advan- 
tages that the new process has over the old, are the 
use of one-fifth of the floor space, only one-sixth of 
the power and steam, and a more uniformly con- 
trolled product. 


Western Union engineers believe it is now feasi- 
ble to send voice television and telegraph transmis- 
sion simultaneously by a single ultra-high frequency 
radio beam. With additional terminal equipment, a 
single beam could carry 10 television programs, 50 
voice programs, and 2,000 telegrams at the same 
time. Beams are relayed by directional antenna on 
towers 30 to 50 miles apart. 


Loew’s, Inc. plans to produce more films next year 
than the 28 that will be made in 1948, at a time 
when the film industry generally is curtailing pro- 
duction. D. Schary, executive producer, reports that 
the cost of making an “A” feature has been reduced 
to an average of $1,7000,000 compared with the 
average of $2,000,000 some years ago. 


For the first time, two experienced typists were 
assigned jobs in an engineering research laboratory 
to recommend major points of design of an electric 
typewriter, and two of their suggestions were actu- 
ally used. The result is a new typewriter by Inter- 
national Business Machines Corporation, all of whose 
heavy operations are controlled by a light touch of 
an electric key-board, including return of the car- 
riage, tabulating, back spacing, shifting for capitals, 
and others. 


Kaiser-Frazer Corporation has entered into a con- 
tract to purchase the Perinsylvania plant of the 
Phoenix-Apollo Steel Co. at an estimated purchase 
price in excess of $3,600,000. This will enable K-F to 
turn a substantial portion of its pig iron supply into 
semi-finished products for automotive use and will 
eliminate much of the present costly bartering 
which the company has been forced to do, according 
to president Kaiser. 


The first plant to produce sulphur from natural 
gas is expected to be completed by April, 1949, in 
the Elk Basin oil fields, the largest oil-producing 
area in Wyoming. It is a joint venture between 
Continental Oil Co., Ohio Oil Co., and others. The 
plant will have a capacity to handle 12,000,000 cubic 
feet of gas daily, and is designed to produce every 
day 17,000 gallons of gasoline, 39,000 gallons of 
butane and propane, and more than 70,000 long tons 
of sulphur. 
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By E.K.A. 


When the Federal Reserve Board in its survey of third quarter 
business conditions reported a weakening of inflationary tend- 
encies, it expressed a thought that must have found a ready 
echo in many business 
quarters where the inflation 
motif has been wearing a 
bit thin for some time. The 
Board rightly warns against 
concluding that prices will 
not bound up again, but 
pressure on prices in many 
directions has been greater 
than generally realized. As a 
result, business is treading a 
cautious course through the 
shifting economic trends 
created by fading sellers’ 
markets and clouded profit 
prospects. The “‘softer feel” 
characteristic of many lines 
of business spells Lame 
competition and narrower 
profit margins. But it would 
be premature to anticipate 
much of an over-all letdown 
in the boom. 

Since August the price 
level has been edging down, 
pushed along by the impact 
of bumper crops. Retail sales 
latterly have been disap- 
pointing, showing declines 
when smart gains were sea- 
sonally in order. Consumer 
resistance has doubtless been 
growing with a tendency to 
hold back Christmas shop- 
ping to wait for bargain 
sales. Consequent unwilling- 
ness of business to add to al- 
ready large inventories is 
growing. “Invisible price de- 
clines,” in grey markets, 
have become more numer- 
ous, portending the early 
disappearance of sellers’ 
markets even in formerly 
“tight” fields. Additionally, 
| | there have been scattered 
i} lay-offs, of a minor nature to 

| | be true but coming at a time 
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when employment usually is well maintained. All of which, plus 
tax fears and the impending fourth round wage demands, is 
injecting a note of caution, raising the question whether a 
turn is at hand. 

No one at this stage can furnish a definite answer to this 
question, particularly as the full impact of Government spend- 
ing has not yet been felt. And particularly also, because the 
scope of any future additional spending (and more seems to 
be in the cards) can’t even be tentatively appraised at this time. 

On the surface, however, recent developments simply seem 
to indicate a further spreading of the readjustment process 
that’s been going on for some time, the new or intensified 
pressures that go along with buyers’ markets. These influences 
are likely to dominate business ie some months to come, until 
arms spending and other Government outlays take full hold. 
Should they be mutually offsetting, it would be all to the good. 

No one of course wishes to see a business recession but a 
large body of consumers hope that prices will stop rising before 
they are squeezed out of more and more ee or out of 
their capital. We can have active business even at lower price 
levels, though whether prices will go down much more is another 
question. Spot commodity prices appear to have hit bottom 
at this writing, but their past declines have not yet been fully 
reflected at the retail level; thus while a further easing in that 
area is possible, it need not cause undue apprehension. A 
price collapse definitely is not in sight; in fact it is impossible. 

It cannot occur so long as overall demand remains anywhere 
near present levels, so long as there is abundant money in the 
hands of consumers. Nor can business go down much while 
our capital goods industries are booming, while employment 
remains near peak, while the Government keeps injecting huge 
amounts into the nation’s income stream. Rather we would say 
that a somewhat lower price level, if we get it, could readily 
restimulate business in many lines where sales have been ad- 
versely affected by the growing battle for the consumer dollar. 
Some of the lines of business that already have adjusted to a 
buyers’ market may well find themselves in better position, 
able to help take up the slack that may develop elsewhere. 


Industry Worries 


Industry of course is preoccupied with taxes, wage demands 
and the threat of impending controls, spelling a potential 
squeeze on profit margins. Fourth round wage rises will be diffi- 
cult to pass on in a buyers’ market and may seriously hurt 
marginal concerns. By comparison, a rise in the corporate in- 
come tax rate may be not nearly as much of a threat to many. 
Industries in favorable demand position, such as automobile, 
steel, oil, will probably accept wage increases as inevitable; 
but those with dwindling profit margins will be confronted by 
difficult decisions. To labor it may pose the question of ex- 
changing jobs for higher pay. 
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The Business Analyst 





MONEY AND CREDIT—Common stocks rally half-heartedly 
after post-election slump, which depressed the averages to 
lowest level since week ended May 17. All three of the M. W. S. 
major indexes are now down on the year. High grade bonds 
rose sharply, and bank stocks declined a little, while the rest of 
the market was rallying, in response to the Treasury's decision 
not to raise short term interest rates again this year and to 
continue support of the market for Government securities. New 
securities registered with the S. E. C. for the first nine months 
amounted to 30% less than for the like period last year. This 
advance indication of a future falling off in demand for capital 
goods is already beginning to find reflection in the volume of 
new orders for machinery, including electrical equipment, 
booked this year by manufacturers which, compared with the 
like month last year, were off 1.6% in August and 2.4% in 
September. There are indications, too, that capital expenditures 
during the fourth quarter may fall short of last year by about 
3%. There are fair chances, however, that expanding govern- 
ment spending may suffice to fill enough of the gap to avert a 
business recession next year. 


TRADE—October retail store sales only 1% above like month 
last year. Department store sales in fortnight ended Nov. 13 
were 9%, below last year, attributable, in part at least, to the 
Central States blizzard and unseasonably warm weather in other 
sections. 


INDUSTRY — Business activity off fractionally in fortnight 
ended Nov. 13 to a level 4.3% above last year. Buyers’ market 
returns in high-priced automobiles; but strong demand con- 
tinues for lower-priced cars. Housing starts in October were 
23% under last year. Vacuum cleaner sales in October were 
off 21% from last year. Slab zinc price boosted another notch 
to 17'/ cents. 


COMMODITIES—Farm products prices have continued to ad- 
vance since our last issue; but still average lower than last year. 


C. 
U 


October Retail Store Sales were only 1 % ahead of the like 
month last year, with grocery sales virtually unchanged. Owing, 
in part at least, to unfavorable weather conditions, Department 
Store Sales in the fortnight ended Nov. 13 were 9% below the 
like period last year, compared with a cumulative increase of 
7% for the year to date. 

> * * 


Business Activity shrank by a minute fraction during the 
fortnight ended Nov. 13,to a level 4.3%, above last year at this 
time. Later reports will probably show some further tempora 
contraction in consequence of the East Coast dock strike, which 
has necessitated an embargo upon freight destined for export 
to Europe. The fact remains, however, that for several months 
now, business has failed to display the same seasonal resiliency 
that it showed a year ago. 

a 

On the other hand, threats of a railroad strike this year have 
been removed by settlement of the wage deadlock between 
the carriers and their engineers, firemen and switchmen. This 
completes the third round of Wage Increases for five operat- 
ing unions, with a membership of 600,000; but still leaves un- 
settled the wage demands of a million members of 16 non- 
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operating rail unions, which are being considered by a presi- 
dential fact-finding board. 
* 


* * 


Effective Registrations of new securities with the S. E. C. 
during the first nine months amounted to only $3.5 billion, com- 
pared with $5 billion for the like period last year—a drop of 
30%. Several recent developments suggest that this may be an 
advance warning of slackening demand for capital goods. 

* * s¢ 


There are indications from data released recently by the 
Commerce. Department that Capital Expenditures b 
domestic business other than agriculture during the fourth 
quarter may fall short of last year’s final quarter by approxi- 
mately $150 billion, or 3%. 

* * * 

Taken in conjunction with continuing contraction in our excess 
of exports over imports, this would not be a favorable omen for 
next year's Business Prospects were it not for the probability 
of a substantial expansion in government expenditures which 
might suffice, for awhile at least, to offset contraction in other 
categories of capital formation which is the mainstay of 
prosperity. 

- * 

Much food for thought may be found in a recently published 

analysis by a prominent economist of the sources from which 
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Latest Previous Pree 
Wk.or Wkor Yeer Peal PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURES—$b (e) | Oct. 108 = 0.97, 1.06 1.55 (Continued from page 247) 
Cumulative from mid-1940________ |. Oct. 373.6 372.5 360.6 13.8 industry obtains the iinilay tor Suptnal te 
FEDERAL GROSS DEBT—$b Nov. 17 252.5 252.3 2584 55.2 |vestment. Out of $26.5 billion invested 
last year in plant expansion, improvements 
MONEY SUPPLY—$b and additional working capital, about 
Demand Deposits—94 Centers Nov. 10 46.9 46.6 47.3 26.1 $15.2 billion came from retained profits, 
Currency in Circulati Nov. 17 28.2 28.3 28.6 10.7 | $10 billion from borrowing; but only $1.3 
ee AEE 2-Week a : ss im billion from ote of va fi 
New York Ci $ ov. 10 8.28 8.24 yf: R P 
93 Other C ~ $b Nov. 10 1288 1281 1.67 7.60 | In pre-New Deal days, it was customary 
or corporations to pay out as much as two- 
PERSONAL INCOMES—$b (cd3) Sept. 217 217 208 102 thirds of their profits as Dividends to stock- 
Salaries and Wages Sept. 139 139 126 66 holder-owners, and a considerable portion 
Proprietors’ Incomes — Sept. 50 50 45 23 of such receipts was reinvested in the same 
tetuseet and Dividend Sept. 17 17 16 10 or other enterprises. Nowadays the owners, 
Transfer Payments Sept. i i 21 3 as represented by stockholders, receive a 
(INCOME FROM AGRICULTURE) Sept. 25 25 21 10 much smaller share of the profits, and what 
they do receive is taxed heavily. This ex- 
CIVILIAN EMPLOYMENT—m (cb) Oct. 60.1 60.3 59.2 51.8 | plains the dearth of venture capital today, 
Agricultural Employment (cb) Oct. 8.6 8.7 8.6 8.8 and why the stock market takes fright at 
Employees, Manufacturing (Ib) | Sept. 16.6 16.4 16.2 13.8 | prospects of reviving the Excess Profits 
Employees, Government (Ib). | Sept. 5.8 5.6 5.4 4.6 Tax. 
UNEMPLOYMENT—m (cb) Oct. 1.6 19 1.7 3.8 ea * * 
With each new issue of this Magazine, 
Tae eae pai a _ na wd to fresh reminders come to our desk of in- 
-ateern cn stances in which supply is at last catching 
oe Sunsnte Gants pai ee a ion oe up with demand. Among the more thought- 
eee tee ~~ = = wea = provoking cases is Home Building, which 
FACTORY HOURS & WAGES (1b) is an important component of capital for- 
Weekly Hours Sept. 39.7 40.1 40.4 40.3. | mation. During the month of October, 23% 
Hourly Wage (cents) Sept. 136.3 1349 124.9 78.1 fewer non-farm dwelling units were started, 
Weekly Wage ($) Sept. 54.06 54.12 50.43 32.79 | compared with a 17% increase for ten 
months. While part of the drop is of course 
PRICES—Wholesale (1b2) Nov. 13 162.6 162.7 158.5 92.5 seasonal, there are indications that residen- 
Retail (cdib) Sept. 196.3 196.3 184.9 116.2 tial housing demand as a whole has be- 
COST OF LIVING (1b3) Sept. 1745 1745 1638 110.2 | come less oe ee 
seme ii a Heavy cancellations of orders for higher 
Clothing Sept. 201.0 199.7 187.6 113.8 : a 
priced Automobiles, and a slump in used 
Rent Sept. 118.5 117.7 113.6 107.8 pe A 
car prices, have been reported since the 
RETAIL TRADE—$b elections; but these developments may 
Retail Store Sales (cd) Sept. 10.98 10.67 10.25 4.72 | have stemmed from publicity given to the 
Durable Goods Sept. 3.16 3.29 2.73 1.14 |investigation of premiums collected by 
Non-Durable Goods Sept. 7.82 7.38 7.52 3.58 | dealers for a This could have 
Dep't Store Sales (mrb) Sept. 0.90 0.76 0.85 0.49 | led purchasers to wait and see if something 
Retail Sales Credit, End Mo. (rb2)_ | Sept. 7.01 6.75 5.12 5.46 | will be done about it. The Ford people de- 
clare, however, that the sellers’ market is 
MANUFACTURERS’ over for high-priced cars; though demand 
New Orders (ed2)—Total_______ | Sept. 272 251 260 181 still holds strong for lower-priced models. 
Durable Goods _________ | Sept. 309 287 292 221 * * * 
Non-Durable Goods Sept. 249 230 240 157 Vacuum Cleaner sales in October were 
Shipments (cd2)—Total Sept. 370 341 325 187 21 % under the like month last year, com- 
Durable Goods Sept. 404 368 342 227 pared with a decline of only 8% for ten 
Non-Durable Goods Sept. 350 325 315 158 months. 
* * * 
a Production of Cotton Goods during the 
Total—$b (cd) Sept. 53.3 52.5 464 289 ; 1 
rey ethene Sept. 30.5 30.4 27.0 16.7 third quarter was slightly lower than for the 
Wholesalers’ Sept. 8.2 8.1 72 4.1 _ | like period last year; but Rayon goods out- 
Retailers’ Sept. 146 140 122 8.1 | put was up pai ct 
ot Soe iat) ho wt os ce = With Lumber stocks 12% above last 
BUSINESS ACTIVITY—1—pc Nov. 13 165.8 1664 162.7 141.8 | year at the end of September, latest date 
(M. W. S.)—I—np Nov. 13 188.7 189.4 181.3 146.5 | for which comprehensive figures are avail- 
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Latest Previous Pre- 
K Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
INDUSTRIAL PROD.—1—np (rb) Sept. 196 191 187 174 able, production has been cut recently to 
Mining Sept. 154 159 153 133 20% below last year. 
a Durable Goods Mfr... _ | Sept. 223. «222,Css217— 220 — a 
ad Non-Durable Goods Mfr... | Sept. 178 176 172 151 October retail sales of Furniture were 
ee CARLOADINGS—t—Total Nov. 13 872 843 888 833 8% below the like month last year, com- 
= Manufactures & Miscell Nov. 13 396 396 406 379 pared with an increase of 7% for ten 
is, Mdse. L. C. L. Nov. 13 108 108 120 156 months. 
3 Grain Nov. 13 54 52 49 43 * * * 
Sales of Life Insurance during October 
ELEC. POWER Output (Kw.H.)m Nov. 13 S571 5,556 5,004 3,267 were 9% under last year, against a decline 
ry SOFT COAL, Prod. (st) m Nov. 13 11.9 10.4 12.7 10.8 | of only 1 % for ten months. 
> Cumulative from Jan. |__| Nov. 13 508 496 539 446 ~« == * 
k- Stocks, End. Mo Sept. 67.6 64. 48.4 61.8 Farm Equipment makers report that 
on PETROLEUM—(bbis.) m supply is catching up with demand. Back- 
wid Crude Oouput, Daily = | Nov. 13 5.6 56 5.2 41 ogs of unfilled orders are shrinking, grey 
rs, Gasoline Stocks Nov. 13 92 9! 83 86 markets languish, credit sales expand and 
a Fuel Oil Stocks Nov. 13 84 82 58 94 prompt deliveries are being made on small 
jat Heating Oil Stocks Nov. 13 84 83 63 55 tractors. But total sales of equipment this 
Y= 9, 
: emia, Rese ‘aul th:t we Sow, 12 528 540 510 632 year are oqeced to op - year by 25%. 
’ 
at Stocks, End Mo. (bd. ft.) b = - = = = It is scarcely surprising with President 
its STEEL INGOT PROD. (st.) m Oct. 7.97 7.42 7.57 6.96 |Truman elected, that the Treasury should 
Cumulative from Jan. |__| Oct. 73.0 65.0 70.2 74.7 | have decided not to raise Interest Rates 
ENGINEERING CONSTRUCTION on short-term Federal securities this year at 
1e, AWARDS—$m (en) Nov. 18 123 138 101 94 least. Such decision was read into the issu- 
in- Cumulative from Jan. |__| Nov. 18 6,295 6,172 5,036 5,692 ance of new certificates bearing the old 
ng rate of 1/4 %, instead of the %% that had 
ht- pag en a a ‘ie aii - iii been expected in some quarters prior to the 
ich supemaenen ew Cntees Felt. | Bow. election. Following this action, comes an 
U.S. Newsprint Consumption (st)t.... | Oct. 499 441 452 352 ile the F. R. B. that the inflati 
oa Do., Stocks (mpt), End Month... | Oct. 5.5 568 554 523 optmon ape wlio ahigpiara aay e564 
To Natural Rubber Consumption (It)t.. | Sept. 51.9 53.4 50.6 54.3 ary wave is attening out; but might rise 
d, Do., Synthetic Sept. 39.2 39.3 41.9 0.5 | again later under expanding government 
en Motor ehicles, Factory Scles—t........... Sept. 414 461 420 352 expenditures. 
se 
>n- b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—I00), cd3—Cemmerce Dept., 
e- lly adjusted monthly totals at annual rate, before taxes. edib—Commerce Dept. (1935-9—1!00), using Labor Bureau and other 
Data. e—Estimated. en—Engineering News-Record. !—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau 
(1926—100). Ib3—Labor Bureau (1935-9—100). Ib4—Labor Bureau, (1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. po— 
1er Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
ed 
he THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
ay No. of 1948 Ind (Nov. 14, 1936, Cl—100) High Low Nov. 13 Nov. 20 
he Issues (1925 Close—1!00) High Low Nov.13 Nov. 20 100 HIGH PRICED STOCKS____- 91.84 75.27 86.64 81.27 
by 312 COMBINED AVERAGE____ 151.9 119.0 123.1 125.7 100 LOW PRICED STOCKS____ 182.86 =—:1135.10 160.64 146.02 
ve 4 Agricultural Implements __ 240.1 178.8 192.2 197.4 6 Investment Trusts 71.6 50.0 53.9 56.2 
ng 11 Aircraft (1927 Cl—100)_ 193.5 134.3. «152.8 «158.9 3 Liquor (1927 Cl—i00)____ 843.5 637.7. --679.0~—- 708.9 
Je- 6 Air Lines (1934 Cl—100)__ 515.6 344.6 363.0 344.6f @ Machinere: 2. NSS 130.1 130.la 131.8 
is 6A ft 106.8 73.0 73.0d 7F.1 3 Mail Order __- Ss«é'2'5. 89.8 99.1 101.2 
d 13 Automobile Accessories ____ 224. 171.1 180.2 183.6 3 Meat Packing _.-__ EE —si“'2.«7 77.4 77.8 77.4¢ 
™ 12 Automobiles 41.3 29.8 30.2 29.8d 13 Metals, non-Ferrous 189.1 138.0 155.2 158.1 
3 Baking (1926 Cl—100).._. 21.9 16.4 18.7 18.7 4 Paper 48.7 34.1 37.2 36.9 
3 Business Machines 297.1 224.7 229.0 234.9 25 Petroleum _.--_ 3301.0 199.5 231.7 236.2 
_ 2 Bus Lines (1926 Cl.—100)_ 168.4 131.5 134.3 131.5a | 19 Public Utilities 124.9 978 = 101.9-—-:102.9 
S Chemicals: 2. 267.1 221.6 223.3 227.3 5 Radio (1927 Cl—i00)___.__ 30.6 17.8 21.5 23.0 
ail 2 Goal Mining: 26D 14.7 20.2 19.5 8 Railroad Equipment _.___.__ 67.2 49.4 49.9 49.4e 
ten 4°Communication 56.1 38.2 38.2 38.2 24 Railroads _ ES tC—i«'2= 20.5 23.1 24.3 
(3 ‘Construction: UTS 56.2 56.24 58.8 3 Realty 27.3 21.1 23.5 23.2 
7 Containers 346.0 265.7 265.7d 270.6e 2 Shipbuilding _.____>___—sWwtWM4 102.8 120.3 132.7 
h 9 Copper & Brass__._.__—s*wH1'9. 92.0 93.6 98.6 2 SoteOnnks CGS 316.5 319.6 316.5d 
tne 2 Dairy Products ______—s60.2,—s«50.7—s«54.7—s55.0 14 Steel & Iron 127.0 962 106.7 107.7 
the 5 Department Stores 71.9 53.9 58.6 58.1 3 Sugar 54.7 44.8 47.6 48.3 
ut- 6 Drugs & Toilet Articles 184.4 140.2 140.2c 145.7 2 Sulphur 281.9 206.6 253.7 263.0 
2 Finance Compani 268.3 199.4 236.2 242.7 5 Textiles 170.4 118.9 134.0 135.4 
7 Food Brands ___SEESs«d'772.6 149.8 149.8c 153.0 3 Tires & Rubber__.__==—SE 34.5 27.5 30.3 31.1 
: 2 Feo stores = ERG 59.0 59.0c 60.5 6 Tobacco 71.7 62.4 66.7 68.4 
ast 3 Furniture 88.3 70.9 73.9 73.4 2 Variety Stores 327.8 286.9 306.1 298.4 
ate 3 Gold Mining —-- 772.7 515.1 533.7 515.1 17 Unclassified (1947 Cl—100) 109.8 90.0 90.9 94.5 
ail- New LOW since: a—1947; c—1945; d—1944; e—1 943; f—1942. 
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Trend of Commodities 









Farm products prices have continued to advance since our 
last issue, despite prospects of record crops next year. The 
average is now close to last year’s level though off 4% in 
October, according to the Agriculture Department's broad 
index of wholesale commodity. Our own index of raw materials 
spot prices still holds at a few per cent above last year, owing 
mainly to recent advances in lead and zinc prices. Main reason 
for this seemingly paradoxical exhibition of strength in farm 

roducts prices appears to be expectations that next year's 
fourth round of wage advances, combined with expanding gov- 
ernment expenditures, will start a new wave of inflation. There 
is an old saying, however, that what is expected doesn’t hap- 
pen. Recent snowfall in the wheat-growing belt has provided a 

rotective blanket, and will add moisture to the soil as it melts. 
Cotest estimate by the Agriculture Department places this 





year’s record corn crop at 3,649 bushels—400 million above 
the previous high harvested in 1946. Next year, weather per- 
mitting, the harvest will be bigger than ever; for farmers are 
planting in wet grass land never before cultivated, but now 
drained with soil pipe. And the yield from this virgin soil runs 
around 140 bushels an acre—more than twice the yield of older 
acreage. But huge corn crops do not necessarily mean cheaper 
high grade meat next year. The juciest stocks come from feeder- 
lot fattening; but “feeder” cattle are now so dear that feeder 
lot operators hesitate to gamble on sustained high prices for 
their finished product next year. A business recession, or a roll- 
back on beef prices to lower living costs, could turn prospective 
profits into actual losses. Hogs are different; for they can be 
fattened on the farm where bred, and mature earlier than 
cattle. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. 1 Mo. 3Mo. 6Mo. IYr. Dec.6 
Nov.22 Ago Ago Ago Ago Ago 194! 


28 Basic Commodities 307.7 306.6 305.7 310.2 323.5 346.6 156.9 
ti Imported Commodities_ 280.5 278.9 278.1 282.5 277.8 316.1 157.5 
17 Domestic Commodities. 326.7 325.9 325.0 329.6 356.9 385.6 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1938 





1948 1947 1945 1943 1941 1939 1937 
High ____. 162.2 164.0 958 92.9 85.7 783 65.8 93.8 
Low 149.2 1264 93.6 89.3 74.3 61.6 57.5 64.7 
250 





Date 2Wk. I Mo. 3Mo. 6Mo. 1Yr. Dec.6 
Nov.22 Ago Ago Ago Ago Ago 194! 


7 Domestic Agriculture _ 317.6 321.3 325.7 342.1 390.9 399.9 163.9 




















12 Foodstuffs 350.7 351.6 356.2 364.9 409.0 449.5 169.2 
16 Raw Industrials 280.9 278.5 276.0 277.9 275.8 294.1 148.2 
COMMODITY FUTURES INDEX 
AUG. SEPT. , o€T. N Ov. 

170 
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Average 1924-26 equals 100 





1948 1947 1945 1943 1941 1939 1938 1937 
High 168.83 175.65 106.41 96.57 84.60 64.67 54.95 82.44 
Low 139.83 117.14 93.90 88.45 55.45 46.59 45.03 52.03 
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Ruberoid vs. Masonite 





(Continued from page 232) 


involving 958,864 authorized 
shares of one class stock, of which 
only 397,806 are outstanding. 

The balance sheet as of Decem- 
ber 31, 1947 reflects an exception- 
ally strong financial status, with 
current assets of $13.7 million 
compared with current liabilities 
of $1.7 million. Holdings of cash 
and Governments alone totalled 
$3.63 million, not including $3.4 
million Treasury notes acquired 
to offset tax reserves. Against 
possible declines in inventory 
values later on, reserves of $752,- 
000 had been established, plus 
$1.3 million to cover other con- 
tingencies. 


Impressive Growth 


Turning to Masonite Corpora- 
tion, this dominant factor in a 
rapidly growing industry closely 
allied with building activities has 
forged ahead with marked speed 
since the early 1930s, especially 
so since 1941. In both 1932 and 
1933 sharply reduced demand for 
the company’s products entailed 
slight deficits, but operations have 
been uniformly profitable ever 
since. In 1933 volume reached a 
low of about $1.6 million, at which 
level it is a wonder that losses of 
only $88,500 were incurred. In 
the five years preceding the war, 
sales averaged about $7 million 
annually, with a high of $9 mil- 
lion in 1940. War-bred demand 
for the company’s products, in- 
cluding numerous parts for air- 
planes, pushed average volume up 
to around $17.5 million in the 
1941-45 period. As Masonite had 
no reconversion problems to face 
at the war’s end and deferred 
civilian demand was substantial, 
sales climbed to an annual rate of 
$25.3 million by the middle of 
1947 and soared to $36.4 million 
in the company’s fiscal year ended 
August 31, 1948. 

Such a record obviously indi- 
cates a full measure of aggres- 
siveness, for as we have pointed 
out, hardboard products have al- 
ways had to overcome the stiffest 
kind of competition from numer- 
ous other and often less expen- 
sive materials. “Masonite” items 
seem to have gained favor from 
consumers through sheer merit in 
quality and appearance, while a 
constantly widening scope of ap- 
plications has tended to broaden 
their market potentials. Partly 
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SPEAKING OF GIRLS... . We'd like to recommend this one. She’s calm. 


She’s courteous. She’s competent. Her job is to get your call through, quickly 


and accurately, wherever you want it to go. She’s one of 250,000 girls who help 


to give you good service, day and night, seven days a week. She’s 


your telephone operator. 


Bell Telephone System 








due to a strongly entrenched trade 
position and partly because of ex- 
cellent cost control, the manage- 
ment has been able to maintain 
very satisfactory profit margins 
on its expanding business. 

From the appended statistical 
table embracing the operations of 
Masonite and Ruberoid, it will be 
noted that the former’s pre-tax 
margin shows as 31% compared 
with 15.2% for Ruberoid. In con- 
sequence, though sales ty Mason- 


ite were smaller than those of the 
other concern, total net earnings 
are larger on a comparative 
basis. 

These comparisons lose some 
weight, however, if one considers 
that Masonite has an authorized 
capital stock of 700,000 share of 
no par common stock, of which 
600,000 shares are now outstand- 
ing, or about 50% more than Rub- 
eroid. Net earnings spread over 
these varying amounts of shares 
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have given Ruberoid an average 
of $4.67 per share for ten years 
past (1948 estimated) compared 
with $3.98 for Masonite, an ad- 
vantage well sustained since 1946. 
Additionally, Masonite has re- 
cently registered 81,250 more 
shares of common with the SEC, 
pointing to further dilution of its 
equities. From 1936 until 1946, 
Masonite had an issue of pre- 
ferred stock outstanding but in 
the latter year redeemed the last 
of it. 

Masonite in fiscal. 1948 bor- 
rowed $5 million from the 
Equitable Life Assurance Society, 
represented by 3% serial notes 
due annually from 1950 to 1962. 
Proceeds of this loan will be used 
primarily to finance construction 
of the company’s new facilities in 
California mentioned earlier in 
our discussion. The timberlands 
alone cost $1.4 million, a 35-mile 
road has to be built and substan- 
tial sums have been provided for 
the erection of a modern mill. In 
addition to the $5 million loan, 
Masonite has issued $900,000 
serial 214% notes secured by tim- 
ber lands recently acquired. 


Quite aside from the influence 
of sizable borrowings in 1948, the 
August 31 balance sheet of 
Masonite reveals a very strong 
working capital position. In com- 
puting current assets, the com- 
pany entirely segregates the $5 
million received from its serial 
loan, showing additional and nor- 
mal current assets, including some 
$4.6 of cash and Governments, of 
$12.2 million compared with cur- 
rent liabilities of $2.2 million. 
While the current ratio of 5.6 is 
not quite equal to that of 8 at- 
tained by Ruberoid, it attests to 
an exceptionally comfortable posi- 
tion, well above the average for 
most industrial concerns. Indeed, 
the financial status of both con- 
cerns is sound beyond question. 


Looking ahead, prospects of a 
long continued building boom 
brighten the outlook for these two 
outstanding suppliers, although 
their managements foresee a pos- 
sible moderate decline in demand 
before long. But Masonite, like 
Ruberoid, has avoided any major 
price boosts for its products, 6% 
representing its sole lift in 1948, 
leaving total price advances in the 
course of a decade well under 
30%. These conservative policies 
strengthen the competitive posi- 
tion in each case, besides leaving 
room for upward adjustments if 
they become necessary. In like 
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manner, the well diversified out- 
put of both companies, highly 
mechanized operations and rela- 
tively low wage costs, should help 
to stabilize volume as well as 
profits in the event of a moderate 
recession. 

From an analytical standpoint, 
as well as in point of indicated 
prospects, there appears to be lit- 
tle to choose between the stocks of 
the two concerns. Shares of Ru- 
beroid are selling around 58 com- 
pared with 55 for Masonite. In- 
dicated larger per share earnings 
of Ruberoid, with the chance of 
ultimate dividend enhancement, 
compensates amply for the slight- 
ly higher price for its shares, and 
its exceptional dividend record 
gives it further advantages. Mas- 
onite has paid dividends without 
interruption only since 1935. The 
1948 price range for Ruberoid has 
been: high—72, low—5414, and 
for Masonite: high—6934, low— 
4714, leaving volatility rather 
comparable. 

On balance, though, the sim- 
pler capital structure of Ruber- 
oid is in its favor; its long and 
fine record imparts the shares 
semi-investment characteristics. 
In the event of any general mar- 
ket advance, both Ruberoid and 
Masonite shares should give a 
good account of themselves mar- 
ketwise. 





Answers to Inquiries 
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the shares outstanding on Sep- 
tember 30, 1948. Figures reported 
reflect certain retroactive adjust- 
ments made during 1947 which 
have been distributed to periods 
in which applicable. 

Consolidated operating revenue 
for the nine months ended Sep- 
tember 30th last increased to 
$39,278,000 from $32,121,000, a 
gain of $7,157,000 or 22%. 

Earnings for the twelve months 
ended September 30, 1948, were 
$2.28 per share on the 1,191,150 
shares of common stock outstand- 
ing on September 30, 1948. For 
the first nine months of 1948, 
earnings include approximately 
$1,878,000 of rate increases ag- 
gregating $3,069,000 per year 
granted during 1947 and 1948 
while for the year ended Septem- 
ber 30, last earnings include ap- 
proximately $2,302,000 of such 
rate increases. 

The System gained 84,723 tele- 
phones during the nine months 
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period under review compared 
with a gain of 66,092 telephones 
during the first nine months of 
1947. Despite this gain in tele- 
phones, there remained 120,943 
unfilled applications for service 
at the end of September at which 
time the company had 1,045,081 
telephones in service. 

Net addition to plants for the 
System as a whole during the 
first nine months of 1948 
amounted to $25,627,000. Included 
in the net addition is approxi- 
mately $1,110,000 which repre- 
sents acquisition of properties. 
Dividend payments have been at 
the 50 cent quarterly rate. 


James Lees & Sons Company 

“Please report recent earnings and 
outlook for James Lees & Sons Company, 
stock is listed on the New York Stock 
Exchange.” 

D. H., Santa Barbara, Calif. 

James Lees & Sons Company’s 
net sales for the nine months 
ended September 30th were $40,- 
187,892, representing an increase 
of 41% over the same period of 
1947. These sales of carpets, car- 
pet and hand knitting-yarns, are 
the highest three-quarter sales in 
the company’s history and ap- 
proximately are equal to the net 
sales for the entire year of 1947. 

Net earnings, after estimated 
taxes, of Lees for the nine months 
were $3,576,520, which was equal 
to $4.27 per share of common 
stock outstanding after allowance 
for dividends on the company’s 
preferred shares. The 1947 earn- 
ings for the same period were 
$3,151,807, or $3.75 per common 
share. 

James Lees & Sons Company is 
operating most of its plants on a 
three shift basis, to keep up with 
demand for its products. The 
company expects demand for its 
products to continue strong. Divi- 
dend payments up to December 
1st this year have amounted to 
$1.40 per share. 





Business Will Be Good 
in 1949 





(Continued from page 218) 


where expansion is desirable, 
managements may react just the 
opposite way and step up existing 
programs in anticipation of 
higher prices for materials and 
labor. In other words, that they 
will expedite rather than cut back 
their programs. If so, the pros- 
pect of higher taxes may tempo- 
rarily even stimulate business 
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spending until ultimately cur- 
tailed by the actual tax impact— 
by which time Government spend- 
ing should enter as a fully off- 
setting influence. 

Whether things will work out 
that way remains to be seen. 
Much depends on business psy- 
chology and on confidence in the 
long range business outlook. It 
has been said with a good deal 
of logic that the present “‘catch- 
ing up” type of business expan- 
sion should be far less sensitive 
to unfavorable developments than 
the speculative spending which 
often occurs in booms, and 
promptly dies with them. 

Purpose of the latter is to take 
advantage of rising prices and 
lush markets. Chief aim of the 
present expansion phase is to 
make up for normal growth of 
productive facilities interrupted 
by the war, to serve the needs of 
our growing population, and to 
increase operating efficiency 
against the day when normal 
competition must again be met. 
Where postwar expansion re- 
mains uncompleted, these basic 
needs still exist, and their ful- 
fillment will not be given up 
lightly by business. It may, how- 
ever, intensify the trend towards 
internal financing, at the expense 
of dividend liberality. 


Factors of Strength 


All in all, there are still great 
factors of strength in our econ- 
omy which will hardly be weak- 
ened by the election upset. Busi- 
ness activity is holding close to 
postwar peaks. Prices as a group 
will hardly decline much. Em- 
ployment continues to reflect the 
great vigor of the economy, and 
disposable income — running 
around $194 billion annually, will 
be supported by Government 
spending, fourth round wage 
boosts, and determination to keep 
farm income high. The latter, 
despite lower farm prices, should 
not fall more than 10% below 
last years’ peak of $30 billion, 
thanks to the abundance of this 
year’s crop and to price supports. 

The strength of our capital 
goods boom, fed by _ business 
spending and latterly — and in- 
creasingly so — by arms outlays 
and foreign aid — should carry 
business activity along at a swift 
tempo. The weakening in soft 
goods lines — so frequently in 
the past mentioned as a sign that 
the postwar boom is fading — is 
on an overall basis not nearly as 
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The special zinc-coated steel in these 
huge coils never takes a drink. 

Surprising as it seems, ordinary gal- 
vanized steel is always thirsty. The 
zinc coating forms salts which soon 
“drink” the oils from any paint ap- 
plied to the metal. The paint, left dry 
and brittle, flakes and peels off before 
its time. 

That doesn’t happen with ARMCO 
Galvanized PaInTcRIP, or ARMCO ZINC- 
GRIP-PAINTGRIP. These special-purpose 
steels actually preserve paint on home 
freezers, furnace and water heater cas- 
ings, storm windows, metal awnings, 
and other home and industrial equip- 
ment. The paint stays smooth and at- 
tractive years longer than on ordinary 





impressive as generally made out. 
Though their business runs below 
postwar peaks, most soft goods 
manufacturers are doing quite 
well, as illustrated for example by 
textile company earnings. 
Generally, since the summer 
lull, sales and orders of non- 
durable manufacturers have been 
rising smartly, sometimes setting 
new records. Though readjust- 
ment goes on in more and more 
lines, there is nothing recession- 
ary about this. Rather the pros- 
pect is that under the canopy of 
large Government outlays, in- 


ARMCO STEEL CORPORATION 


The familiar ARMCO triangle identifies special-purpose steels that help 
manufacturers make more attractive, more useful, longer-lasting products. 





This steel is cousin to a camel 


galvanized or uncoated steel. It’s done 
by insulating the zinc from the paint. 
The Bonderizing film applied at the 
ARMCcO mills makes it impossible for 
the zinc to get at the paint and absorb 
the vital oils. 

Armco Galvanized Paintcrip and 
ARMCO ZINCGRIP-PAINTGRIP are just 
two of the special-quality steels de- 
veloped by Armco to help manufac- 
turers build greater usefulness into 
their products. Buyers look for the 
\RMCO triangle trademark. They know 
it means the steel in a product was 
selected for that particular purpose. 
Armco Steel Corporation, 504 Curtis 
Street, Middletown, Ohio. Export: 
The Armco International Corporation, 


SRM z 
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dividual industries will be able 
to adjust themselves to more 
normal price and demand condi- 
tions without the entire economy 
being affected. The corrective 
process begun months ago can 
continue without “upsetting the 
bucket.” Since correction of mal- 
adjustments in this manner, while 
national income is high and no 
general recession takes place, is a 
process admittedly approaching 
the ideal, it would be unrealistic 
to expect that the Administra- 
tion, vitally mterested in the 
nation’s economic health, would 
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Allegheny Ludlum Steel Corporation 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel Corporation held today, 
Nov. 18, a dividend of eighty cents (80c) per 

share was declared on the Common 

Stock of the Corporation, payable 

Dec. 22, 1948, to stockholders of 

record at the close of business Dec. 

1, 1948. 

The Board also declared a dividend 
of one dollar twelve and one-half cents ($1.1214) 
per share on the $4.50 Cumulative Preferred 
Stock of the Corporation, payable December 15 
1948 to stockholders of record at the close of 
business on December 1, 1948, 


S. A. McCASKEY, JR. 
Secretary 

















E. . pu Pont DE NEMOUR‘ 
& COMPANY 


Witmincton, DeLaware: November 15, 1948 


The Board of Directors has declared this day 
regular quarterly dividends of $1.12%4 a share 
on the outstanding Preferred Stock—$4.50 Series 
and 87'2¢ a share on the outstanding Preferred 
Stock—$3.50 Series, both payable January 25, 
1949, to stockholders of record at the close of 
business on January 10, 1949; also $3.75 a 
share, as the year-end dividend for 1948, on the 
outstanding Common Stock, payable December 
14, 1948, to stockholders of record at the close 
of business on November 22, 1948. 


L. puP. COPELAND, Secretary 








LOEW’S INCORPORATED 


‘THEATRES EVERYWHERE” 
November 17th, 1948 


HE Board of Directors has declared a 
quarterly dividend of 37%4c per share 
on the outstanding Common Stock of the 
Company, payable on December 3lst, 
1948, to stockholders of record at the close 
of business on December 10th, 1948. 
Checks will be mailed. 
CHARLES C. MOSKOWITZ, 
Vice President & Treasurer 











Cc CONTINENTAL 
CAN COMPANY, Inc. 


A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable January 3, 1949, to 
stockholders of record at the close of 
business December 15, 1948. Books will 
not close. 

SHERLOCK McKEWEN, Treasurer. 














JOHNS MANVILLE 


JM Johns-Manville 


Corporation 
DIVIDEND 


. The Board of Directors declared a year-end 
dividend of 95¢ per share on the Common 
Stock payable December 10, 1948, to holders 
of record November 29, 1948. 


ROGER HACKNEY, Treasurer 


er ooucrs 








do anything to interfere with this 
process. Only if forced into a full- 
fledged semi-war economy would 
there be justification for it. 

If, on the other hand, Govern- 
ment expenditures are kept with- 
in present estimates, the pattern 
of the economy should continue 
much as before — that is one of 
gradual readjustment, but read- 
justment that can hardly lead to 
serious recession. 

Pent-up demand for housing is 
still very great and despite sea- 
sonal fluctuations, building ac- 
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tivity should remain high, aided 
by legislation that will accelerate 
the construction of low-cost hous- 
ing, slum clearance and various 
types’ of public works. Demand 
for steel and iron, for railroad 
and farm equipment, for auto- 
mobiles and many other types of 
essential machinery is still very 
great. These are the country’s 
basic industries and so long as 
they are active, they generate 
purchasing power that will have 
a beneficial effect on all business. 
Additionally, exports are being 
underwritten at a high level. 
Though running below last year, 
there can be no sharp break be- 
cause of the stepping-up of ECA 
shipments, which doubtless will 
continue and perhaps even be ex- 
panded into non-European terri- 
tories. And above all, it is quite 
certain that no drastic credit re- 
striction measures will be under- 
taken. 

In short, while the outcome of 
the election may have disturbed 
sentiment, it is not likely to have 
a pronounced effect on the busi- 
ness outlook. The latter remains 
largely dominated by the interna- 
tional situation with its impor- 
tant bearing on military and for- 
eign aid expenditures, and by the 
same token, on taxation and eco- 
nomic controls. The political at- 
mosphere as created by the elec- 
tions is secondary, and will re- 
main so as long as international 
tension and uncertainties prevail. 
It is likewise subordinate to the 
basic economic forces behind the 
postwar boom, forces that have 
far from run their course. As 
long as they exist, no change in 
the general trend is likely to 
occur. 





Where Do We Stand in the 
Strategic Middle East 
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and Iran, it is mainly a question 
of how to start Arab-American- 
Israel cooperation while armies 
still march. Most diplomats, to 
the disgust of the military, say 
nothing can be done until a 
definite shape has been given to 
Israel by UN — one which will 
satisfy the Israelis, and until a 
commercial role for Israel has 
been accepted that will make for 
cooperation between all the states 
of the area. In this connection it 
was obvious to me that many of 
the Arab States would be mueh 
better off if economically at least, 
they formed larger units. For in- 


stance the mandated country of 
Kuwait, sandwiched between Iraq 
and Saudi Arabia on the Persian 
Gulf, has the tiny population of 
only 80,000 with an annual in- 
come from oil concessions alone 
of over twenty million dollars. 
These funds used over a wider 
area within the Arab world would 
make for increased prosperity. 

As in all areas there is the ques- 
tion: Is the Arab pro- or anti- 
communist? The Arab is basically 
anti-communist. He _ identifies 
Communism with atheism, and as 
a religious follower he is there- 
fore anti-atheist, anti-communist. 
Moreover, the Moslem is a fatal- 
ist believing that what will hap- 
pen is inevitable, while the Com- 
munist is a revolutionary and 
activist. 


Communist Agitation 


Recently Moscow sent several 
delegations to the Arab world in- 
cluding one to the sacred city of 
Mecca, with instructions to ex- 
plain to the Arabs that Islam is 
not incompatible with Commun- 
ism—indicating clearly that the 
Russians do in fact think of reli- 
gion as a stumbling-block to their 
hoped-for colonization of the Mid- 
dle East. 

Arab leaders, who have opposed 
Communism, well know that if 
Communism were to come to the 
Middle East, they would be the 
first to lose their jobs. Therefore 
the press of these rulers has been 
recently caught between the two 
horns of a dilemma: Whether to 
be really mad at either the Com- 
munists with their armies ‘in 
reach of the Middle East, or at 
America which has_ supported 
them in the past. 

The Moslem believes in one 
God who rules over all — the 
Communist is purely material- 
istic. But where the Communist 
drives home his big wedge is on 
the theme that both Moslem and 
Communist believe in the 
“brotherhood of man,” a loose 
statement to say the least, but a 
useful propaganda opening. 

In Bagdad, in Cairo and else- 
where, Arab leaders did admit 
one thing and that was that 
America in the Middle East had 
a score of two to one in her favor. 
We have historically supported 
their nationalisms and fights for 
freedom — and we have sug- 
gested and begun to implement a 
vast economic potential as against 
the one disagreement — our posi- 
tion in the Palestine dispute. 

Meanwhile, on the other side 
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of Suez, everyone says: “Wait six 
months.” This is the theme until 
Israel’s boundaries are decided 
and the doors of cooperation can 
be opened. Once this occurs, our 
strategic position in the Middle 
East wil be greatly strengthened. 
The vast oil reserves so vital to 
Europe and America alike will 
then be much safer unless Russia 
should decide on direct action to 
prevent this very prospect. The 
odds are still believed to be 
against it. 





For Profit and Income 





(Continued from page 243) 
on different kinds of stocks? 
Should I put more emphasis on 
low labor-cost companies in my 
list of stocks? How about makers 
of labor-saving machinery? This 
column has to say frankly that 
any general, over-simplified ap- 
proach is no good. For example, 
chemicals and utilities are both 
low labor-cost industries; so are 
oils. But in more important re- 
spects they are not all comparable 
with each other. Moreover, for 
every apparent advantage there 
is at least some offset. Thus, few 
groups have greater intrinsic ap- 
peal than chemicals; but the off- 
set is in market prices which in 
most cases make for below-aver- 
age income return. Again, it can 
be said that the trend of the 
times is somewhat in favor of 
makers of labor-saving machin- 
ery; but nearly all machinery 
stocks are speculative in greater 
than average degree because earn- 
ings and dividends have always 
been, and remain, subject to very 
considerable cyclical fluctuations. 
What we emphasize is that every 
portfolio—and each item therein 
—is a specific, individual prob- 
lem. In the majority of cases, 
whether the objective is income 
return or longer-term capital gain, 


portfolios can be improved, often * 


greatly, by carefully planned 
switches. The typical investor 
needs competent, professional help 
in order to give proper weight to 
each consideration, including rel- 
ative market prices. 





Significant 1949 Earnings 
Trends in Third Quarter 
Corporate Reports 





(Continued from page 238) 
report of International Paper 
Company. Volume of $339 million 
for nine months was higher by 
37% than a year earlier, al- 
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though operating profits were 
conversely lower by almost 6%. 
Rising expenses of practically 
every description cut operating 
margins rather severely. As an 
offset, though, a profit of $1.7 
million from investments and the 
absence of heavy deductions for 
income tax adjustments in the 
1948 period served to lift net to 
$12.55 per share compared with 
$11.92 in the same 1947 period. 
But International Paper is now 
following a wise practice of re- 
porting earnings before deduc- 
tions for reserves; as the latter 
to date in the current year were 
increased by about $912,000, the 
balance carried to earned surplus 
rose to only $10.16 per share 
compared with $9.17 a year 
before. 
Pullman, Inc. 

Pullman Incorporated and its 
subsidiaries is steadily increas- 
ing production and sales, in nine 
months registering a gain of 46% 
over 1947, in the September 
quarter alone about 53%. On 
this enlarged volume, operating 
margins have widened impres- 
sively in the third quarter, rais- 
ing net income per share to 64 
cents compared with 24 cents last 
year. On a nine months basis, 
though, only a transfer of $1 mil- 
lion from prior year reserves, 
established net per share of $2.11, 
exactly as in the same period in 
1947. 

With sales of $203 million for 
nine months, Pullman at last has 
reversed an uptrend in order 
backlog, though their aggregate 
value, including the Kellogg Com- 
pany, still stood at the impressive 
total of $337.4 million as of Octo- 
ber 1. Pullman-Standard’s profits 
from production of freight cars 
has been satisfactory but the 
management predicts that not 
for another month or so will its 
manufacture of passengers cease 
to drag upon over-all profits. 
Special interest in the third quar- 
ter report rests in the company’s 
announced intention of bidding 
for control of North American 
Rayon Corporation and American 
Bemberg Corporation, now owned 
by the Alien Property Custodian. 
This would seem a natural step 
in view of the engineering and 
management skill of the Kellogg 
subsidiary and Pullman’s ample 
capital resources. As of Septem- 
ber 30, 1948, Pullman’s consoli- 
dated balance sheet showed cur- 
rent assets of $146.2 million com- 
pared with current liabilities of 
only $25.5 million. 





MINERALS & CHEMICAL 
CORPORATION 
General Offices 
20 North Wacker Drive, Chicago 
* 


Dividends were declared by the 
Board of Directors on 
Nov. 18, 1948, as follows: 


4% Cumulative Preferred Stock 
27th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 
$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Fifty Cents (50c) per share. 

Both dividends are payable December 30, 
1948, to stockholders of record at the 
close of business December 10, 1948. 
Checks will be mailed by the 
Bankers Trust Company of New York. 

Robert P. Resch 
Vice President and Treasurer 


* 
Mining and Manufacturing 


Phosphate * Potash © Fertilizer * Chemicals 








ELECTRIC BOAT COMPANY 


The Board of Directors has this day declared 
a year-end dividend of fifty cents per share on 
the Common Stock of the Company, payable 
December 20, 1948, to stockholders of record at 
the close of business December 10, 1948. 


Checks will be mailed by the Bankers Trust 
Company, 16 Wall Street, New York 15, N. Y., 
Transfer Agent. 

H. G. SMITH 
Acting Treasurer 


445 Park Avenue 
New York 22, New York 


November 23, 1948. 











UNITED FRUIT COMPANY 


DIVIDEND No. 198 


A dividend of fifty cents per share on the 

capital stock of this Company has been de- 

clared payable January 14, 1949 to stock- 
holders of record December 9, 1948, 

EMERY N, LEONARD 

Treasurer 











Consolidated profits of General 
Electric Company for the first 
nine months of the current year 
advanced to $83.8 million, a gain 
of 34% over the same interval in 
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GCC. 


AMERICAN CAR AND FOUNDRY 
COMPANY 
30 CHURCH STREET 
New York 8, N. Y. 
There has been declared a dividend of one 
and three-quarters per cent (134%) on the 
preferred stock of this Company outstanding, 
payable December 15, 1948, to the holders 
of record of said stock at the close of busi- 
ness December 1, 1948. 
Transfer books will not be closed. Checks will 
be mailed by Guaranty Trust Company of 
New York. 
Howarp C. WIck, Secretary 


November 18.1948 











Atlas Corporation 


Dividend on Common Stock 
NoTICE IS HEREBY GIVEN that:a 
regular quarterly dividend of 40¢ per 
share has been declared on the Com- 
mon Stock of Atlas Corporation, pay- 
able December 20, 1948, to holders 
of such stock of record at the close 
of business November 30, 1948. 

Wa ter A. PETERSON, Treasurer 
November 19, 1948. 























DIVIDEND No. 124 

A QUARTERLY DIVIDEND of One Dollar 
and Twenty-five cents ($1.25) per share on 
the Common Stock of this Company has been 
declared payable at the Treasurer's Office, 
No, 165 Broadway, New York 6, N. Y., on 
Monday, December 20, 1948, to stockholders of 
record at three o’clock P.M., on Monday, 
November 29, 1948. The stock transfer books 
will not be closed for the payment of this 
dividend, 

A, SIMPSON, Treasurer. 
New York, N. Y., November 18, 1948. 








MARTIN-PARRY 


Corporation 
DIVIDEND NOTICE 


The Board of Directors has declared a dividend 
of fifteen cents (15c) on the Capital Stock of 
the Corporation, payable January 5, 1949, to 
stockholders of sreea at the close of business 
December 20, 1948. 

T. RUSS HILL, President 














— 


C.L.T. FINANCIAL CORPORATION 


Dividend on Common Stock 





A quarterly dividend of 75 cents per share in 
cash has been declared on the Common Stock 
of C. I. T. FINANCIAL CORPORATION, 
payable January 1, 1949, to stockholders of 
record at the close of business December 10, 
1948. The transfer books will not close. Checks 
will be mailed. 

FRED W. HAUTAU, Treasurer 
November 24, 1948. 








1947. A gain of 24% in sales to 
$1.13 billion in the same period 
spread the company’s large over- 
head expenses and permitted it to 
earn 7.4 cents per dollar of vol- 
ume compared with 6.8 cents in 
the same 1947 period. 











In part, though, this improve- 
ment was caused by receipt of 
non-recurring dividends aggre- 
gating $11.8 million from the 
liquidation of former investment 
affiliates. Sales for the September 
quarter were 14% above a year 
earlier and net per share ad- 
vanced to $1.02 per share from 
68 cents. If vacation shutdowns 
had not been necessary in the 
third quarter, both sales and 
earnings would have been some- 
what improved. 





Divergent Outlook for 
Consumer Goods Companies 





(Continued from page 221) 
types of paper are yet in adequate 
supply, conditions are moving in 
that direction. 

Price readjustments in the 
paper industry have been some- 
what peculiar. Sharp reductions 
have been made on certain kinds 
of paper and paperboard, but 
these have been mostly by the so- 
called “marginal” companies 
which had been charging premi- 
um prices to take advantage of 
sellers’ markets. At the same time, 
some of the largest companies in 
the industry, which increased 
their prices only moderately dur- 
ing the period of shortage, read- 
justed their quotations this sum- 

to compensate for the in- 
creases in wages and other costs. 

In view of the substantial ex- 
pansion in paper-making capacity 
(with the exception of newsprint) 
since the war, the problems for 
the marginal producers may be- 
come increasingly acute as time 
goes on. For this reason, the phe- 
nomenal earnings reported by 
certain companies during the past 
three years may not be a safe 
criterion upon which to estimate 
their earnings in the 1950s. Cer- 
tain others, however, which are 
well-known, old-established, low- 
cost, well-managed, and diversi- 
fied, should seem entitled to a 
favorable investment rating — 
particularly in view of the great- 
ly improved financial condition 

achieved during the period of 
prosperity. 





Corporate Profit Margins 
—where Excessive 
—where Justified 





(Continued from page 223) 
along with insatiable demand, 
have lifted sales and net earnings 
in this industry to historic levels 


on a widespread scale. This is 
true of both crude oil producers 
and the fully integrated concerns, 
the latter normally accustomed to 
far narrower margins than the 
former. 

While relief from excess profits 
taxes in postwar has tended to 
widen profit margins in the oil 
industry, they have now expanded 
to record proportions despite the 
alleviative effect of immense re- 
serves set up. Two crude oil pro- 
ducers, Amerada Petroleum and 
Barnsdall Oil currently have net 
income ratios of around 36% in 
contrast to 12.3% for the former 
concern in 1939 and 16.7% for 
Barnsdall. A decade ago Gulf 
Oil’s margin was 5.5% in contrast 
to 14.6% quite recently, and on 
the same basis the margin of 
Standard Oil of California has ex- 
panded from 10.1% to 21.8%. 
Applied to vastly enlarged vol- 
ume this improvement in ratios 
has lifted net earnings at an im- 
pressive pace. 

Plea of the oil industry has 
been that it needed to establish 
and retain much larger earnings 
in order to finance exploration ac- 
tivities, build long pipelines and 
modern refineries, so as to meet 
the threatened impact of scant oil 
supplies throughout the economy. 
With supply now in approximate 
balance with demand, enormous 
though the latter is, the pricing 
policies of the oil industry may 
seem to have been justified, espe- 
cially in view of the Defense Pro- 
gram now unfolding. 

Upon analysis, however, there 
is a serious question of how long 
consumers of oil products will be 
willing to contribute vast sums 
for capital formation through 
their daily purchases for the ulti- 
mate benefit of shareholders in 
the producing concerns. Besides 
which, consumer budgets are 
sorely strained in every direction. 
.On balance it would seem that 
the oil industry’s combined wide 
margins and lush profits had ex- 
posed it as a near term target for 
public criticism, price controls or 
some such undesirable corrective 
influence. 

In like manner the non-ferrous 
metals industry appears to be 
making rather too high profits for 
its own good. A constant upsurge 
in prices for copper, lead and 
zine during postwar has thus far 
brought little or no consumer re- 
sistance in view of the basic need 
for these materials and their re- 
stricted supply, quite aside from 
military demand potentials. While 
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REGENT 
OIL 


CORPORATION 


Price 25¢ per Share 
Orders executed by 


TELLIER & CO- 





the need for expanding internal 
capital formation has not been a 
factor with this industry, assur- 
ance of profitable operations has 
indubitably stimulated many mar- 
ginal producers to mine low grade 
ores, thus helping to alleviate the 
over-all scant supply. 

On the other hand, some of the 
affluent low-cost producers such 
as Anaconda, Kennecott and 
Phelps Dodge are experiencing a 
bonanza under current conditions. 
While it is true that the net in- 
come ratios of these three con- 
cerns seem wider than they are, 
because their earnings as reported 
do not allow for depletion, it is 
interesting to not how they com- 
pare with earlier years. Ana- 
conda’s current net margin of 
around 12% compares with an 
average of 13.2% during 1939- 
41, Kennecott’s 27.8% with 23%, 
and Phelps Dodge’s 20.7% with 
15.2%. While none of these varia- 
tions are very significant, volume 
has risen so substantially «that 
net earnings are exceptionally 
high. 

In considering all of the com- 
panies shown in our table, it 
seems pretty clear that well sus- 
tained or widened margins — in 
the face of strongly rising volume 
—have exerted a decided leverage 
upon net earnings. In some cases 
this seems warranted by special 
circumstances, but in others the 
cushion thus provided against a 
possible forthcoming recession in 
volume appears unduly thick. 





How Close Are Liquors 
To a Turn? 
(Continued from page 241) 


ments still prevail, but before the 
end of the coming year condi- 
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tions are expected to be reason- 
ably normal. The major problem 
affecting sales and earnings of in- 
dividual companies is the unevenly 


. balanced supply of four-year-old 


whiskey. Distillers Corp. - Sea- 
grams is generally believed to be 
encountering considerable diffi- 
culty in obtaining sufficient sup- 
plies to fill its large requirements. 
This concern is credited with ac- 
counting for from 35 to 40 per 
cent of the country’s sales. Schen- 
ley, second largest factor, is sup- 
posed to have an exceptionally 
large inventory of aged whiskey, 
perhaps as much as 30 per cent of 
the 60 million gallons in storage. 
Publicker Industries is reputed to 
hold inventories in excess of re- 
quirements, and trade sources re- 
port that Distillers-Seagrams has 
been replenishing its stocks 
through purchases from Publicker 
at prices approximating $6 a gal- 
lon. Since original costs probably 
averaged about $2 a gallon, deals 
of this sort are helpful in boosting 
profits. Publicker is expected to 
have quite a satisfactory year as 
a result of its fortuitous accumu- 
lation of aged inventories. 


Schenley’s Improvement 


Schenley, which is about to 
adopt the new name Schenley 
Industries in recognition of diver- 
sification of activities in brewing, 
in wines and in pharmaceuticals, 
recently reported impressive im- 
provement in the face of handi- 
caps in the fiscal year ending 
August 31. Net profit came to 
$8.20 a share, second highest in 
the company’s history, despite a 
drop in sales of almost $88 mil- 
lion. This showing compared with 
earnings in 1947 of $7.45 a share. 

Distillers Corp-Seagrams, Ltd. 
registered even greater progress 
in the fiscal year ended July 31. 
Sales rose more than 20 per cent 
to a new high record at $738 mil- 
lion and net profit increased cor- 
respondingly to a figure more 
than twice the 1946 total. Earn- 
ings on a share basis came to 
$6.24 compared with $4.88 in the 
preceding year and with $2.72 in 
1946. The management’s an- 
nouncement that the company 
had continued to enlarge inven- 
tories explains its conservative 
dividend policy. 

In view of the change in the 
industry’s operational and earn- 
ings outlook, selected distilling 
stocks at current low market 
prices in our opinion offer good 
value. Marketwise, we feel, a 
turn may not be far off. The 
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majority still sell at extremely 
low price-earnings ratios. National 
Distillers and Walker provide ex- 
cellent yields. Schenley with its 
favorable inventory position and 
substantial earnings holds promise 
for worthwhile appreciation, apart 
from the satisfactory dividend re- 
turn. Good earnings and the 
greater than average improve- 
ment in Distillers-Seagrams’ trade 
position place this company’s 
stock in a promising market posi- 
tion despite the presently unat- 
tractive dividend yield. 





As I See It! 





(Continued from page 213) 


one hand, she is encouraging the 
Arabs to continue their fight on 
the other, with the obvious inten- 
tion of weakening both sides in a’ 
futile struggle. And, by carrying 
on an anti-semitic campaign in the 
Soviet Union, she is providing the 
excuse at home for moving in to 
establish order when it suits her 
purpose. 

In the face of such dangerous 
implications, we cannot afford to 
compromise with the British point 
of view and jeopardize our posi- 
tion in the Middle East. 

Moreover, in view of the vast 
sums we are called upon to expend 
for re-armament and rehabilita- 
tion in the various warn-torn coun- 
tries, we should think twice before 
we agree to provide the money nec- 
essary to keep the Arabs in the field 
at the behest of Brtish interests. 

Indeed, we would be serving our 
interests better if we insist on car- 
rying out the original UN provis- 
ions for the Israeli government 
and end, once and for all, the un- 
certainty in the minds of the Arabs 
whether British policy will prevail. 

Such a step would encourage the 
Arabs to negotiate with the 
Israelis and arrive at a fair settle- 
ment. Up to now they have been 
holding back in the hopes that the 
British would gain special advan- 
tages for them through the United 
Nations. 

If we are to secure peace and 
good will in the Middle East, the 
United States must dominate in 
making the decisions. We have 
taken the measure of both the 
Arabs and the Jews and it is clear 
that if we support the Israelis, we 
can count on their superior 
strength in the event of trouble 
with Russia. With the Negeb in- 
corporated in the Israeli State, we 
would be sure that a vital supply of 
oil would be in friendly hands. To 
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ALLEN B. DUMONT 
LABORATORIES, INC. 


The Board of Directors of Allen B. DuMont 
Laboratories, Inc. has declared a dividend of 
$.25 per share for the year 1948, on its out- 
standing shares of Class A Common Stock and 
Class B Common Stock, payable on December 22, 
1948 to Common Stockholders of record at the 
close of business on December 1, 1948. 


A regular quarterly dividend of $.25 per share 
on its outstanding shares of 5 per cent Cumula- 
tive Convertible Preferred Stock has also been 
declared, payable January 1, 1949 to Preferred 
Stockholders of record at the close of business 
December 15, 1948. 


November 19, 1948. 
PAUL RAIBOURN, 


Treasurer. 


In All Phases of Television 








ANACONDA COPPER MINING CO. 
25 Broadway 
New York 4, N.Y. November 24, 1948 
DIVIDEND No. 162 

The Board of Directors of the Anaconda Copper 
Mining Company has declared a dividend of 
One Dollar and Twenty-five Cents ($1.25) r 
share on its capital stock of the par value of $50 
per share, payable December 23, 1948, to holders 
of such shares of record at the close of business 
at 3 o'clock P.M. on December 6, 1948. 


C. EARLE MORAN, Secretary & Treasurer 

















Safeway Stores, Incorporated 


Preferred and Common 
Stock Dividends 


The Board of Directors of Safeway 
Stores, Incorporated,on November 19, 
1948 declared quarterly dividends on 
the Company’s $5 Par Value Common 
and 5% Preferred Stocks. 

The dividend on the Common 
Stock is at the rate of 25c per share 
and is payable December 20, 1948 to 
stockholders of record at the close of 
business December 10, 1948. 

The dividend on the 5% Preferred 
Stock is at the rate of $1.25 per share 
and is payable January 1, 1949 to 
stockholders of record at the close ot 
business December 10, 1948. 

MILTON L. SELBY, Secretary. 
November 19, 1948. 











permit Britain to use the Negeb 
as a bribe to buy temporary favors 
of an Egyptian government which 
serves British interests with 
tongue in check only, would be the 
greatest mistake. 

We should not repeat the serious 
error of switching sides as we did 
in Yugoslavia under British tute- 
lage. How that country crumbled 
after the fiasco which destroyed 
Mihailovitch and brought Tito to 
power, giving Russia the right of 
way in the Balkans, is related by 
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Constantin Fotich — Yugoslavian 
ambassador to Washington during 
the war years—in his book “The 
War We Lost.” It tells the story of 
the events that took place follow- 
ing this allied double-dealing ; that 
Italian troops were ordered to sur- 
render to Tito; how the English 
bullied the exiled King Peter into 
recognizing Tito as the com- 
mander of his Army, while Roose- 
velt countermanded his previous 
instructions regarding aid to Mi- 
hailovitch; that Britain sought, 
via a secret deal with Stalin, to 
partition Yugoslavia into a Soviet 
and a British zone — obviously 
without success. We certainly can- 
not want a better illustration of the 
bankruptcy of British diplomacy 
today. 

There is much we have to con- 
sider in these days of struggle for 
survival. We must conserve our re- 
sources and avoid engaging in dis- 
tracting diversions that will de- 
plete our energies as today’s prob- 
lems are spread over such a vast 
area. And we should make our own 
decisions along the lines of our na- 
tional interests and thinking re- 
garding other peoples. We don’t 
want another Yugoslavia. 

Besides, it is well to remember 
that at the moment, Britain is de- 
veloping a totalitarian regime 
called Socialism, clearly thinking 
in terms of world power and us- 
ing the United States to finance 
her ambitions. If, in the process, 
this country is weakened to a point 
of exhaustion, Britain may emerge 
as a first rank nation, in a posi- 
tion to make her peace with 
Russia whose political ideologies 
would then largely mesh with her 
own. Limitless appeasement, as 
our experience with Russia has 
shown, will never get us anywhere. 
This holds true regardless of with 
whom we are dealing. 





Market Forming New Base 





(Continued from page 215) 
on rails, should continue to provide 
a strong cushion of investment 
support under the market. And 
we see no general threat to divi- 
dends in 1949, even if corporate 
taxes are raised and even if fourth- 
round wage increases cannot in 
all cases be passed along in prices. 
There is an unusual margin of 
safety in over-all dividends be- 
cause the proportion of earnings 
being distributed to stockholders 
is abnormally small, and subject 
to increase whenever working 
capital needs and expansion needs 
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relax. Such needs, especially for 
expansion, are likely to be less 
urgent in 1949. We would expect a 
higher ratio of dividends to earn- 
ings over the next year in almost 
any event, and particularly so if 
taxes are raised. 

Earnings applicable to the Dow 
industrial average for 1948 are 
estimated at about $22 a share, 
dividends at about $10. Had the 
corporate tax rate been 50%, 
against the actual 38%, the earn- 
ings would have been about $17.50 
— or still around 75% more than 
dividends. For the seven years 
1938-1945 dividends on the thirty 
stocks in this average were about 
66% of earnings, against about 
46% now. Earnings could be cut 
by one-third and still permit pay- 
ment of present good dividends on 
a 66% ratio to earnings. A 50% 
tax rate — probably more than 
Congress will adopt — would cut 
earnings by about 19%, other 
things being equal. A cut of a third 
in earnings would apparently re- 
quire both a tax boost and a wage- 
squeeze on profits, if not also at 
least some recession in business 
volume. There may be some wage- 
squeeze, especially in lines which 
have already returned to buyers’ 
markets; but it is unlikely that 
labor will be able to run “hog 
wild.” Finally, whenever a real 
pinch has come, dividend cuts 
have been the last adjustment 
made by leading companies, as 
distinct from marginal or second- 
ary enterprises, even when main- 
tenance of existing rates has re- 
quired distribution of all earnings, 
as it has in not a few past years. 


In summary, we look for 1949 
dividends either to exceed the total 
paid in 1948 or, at worst, to be 
roughly the same — unless there 
is a sizable slump in business; and 
we do not now see any basis for the 
latter. Meanwhile, again the inter- 
est of perspective, note that the 
industrial average is now around 
172 on earnings of $22 and divi- 
dends of $10, whereas in 1946 it 
got as high as 212.50 on earnings 
which for that year amounted to 
$13.63 on the average, with the 
dividend at $7.50. Yes, the market 
may go moderately lower; but we 
conclude that scale-down buying 
— buying on nearby weak spots — 
makes more sense than selling for 
other than tax-adjustment pur- 
poses. As to the latter, we would 
advise against too great delay in 
the reinvestment of funds thus 
realized. 

—Monday, November 29. 
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artin MARS Writes the Future 
of Seaplanes in Today’s Navy Records’ 


With a series of record-breaking flights, the Navy’s 
new Martin JRM-2 Caroline Mars has refocused 
attention on the importance of seaplanes in modern 
military supply planning. And further emphasized 
the reputation of Martin flying boats for high per- 
formance, endurance and reliability! First the Caro- 
line Mars cracked the non-stop seaplane record with 
a 4748-mile-flight from Honolulu to Chicago. A few 
days later, this mighty ship carried the highest air- 
borne tonnage in history, flying 68,283 lbs. from 
Patuxent, Md., to Cleveland. Now, this latest 
Martin Mars is in service in the Pacific, regularly 


Pippin alias 


RECORD-BREAKING FLIGHTS: 
Payload 
14,000 Ibs. 


en and passenge rs) 


Distance 
4748 miles 


ULU TO 
HONOL (plus 42 crewm 


CHICAGO 


68,283 Ibs. 


390 miles ¢ Berlin air lift) 


PATUXENT, MD. TO (longer than th 


CLEVELAND 


MANUFACTURERS OF: Marvinol resins (Martin Chemicals Division) * Martin 2-0-2 
airliners ¢ Advanced military aircraft « Revolutionary rockets and missiles * Aerial 
gun turrets « DEVELOPERS OF: Rotary wing aircraft (Martin Rotawings Division) « 
New type hydraulic automotive and aircraft brake * Mareng fuel tanks (licensed to 
U. S. Rubber Co.) * Honeycomb construction material (licensed to U. S. Plywood Corp.) « 
Stratovision aerial re-broadcasting (in conjunction with Westinghouse Electric Corp.) « 
LEADERS IN RESEARCH to guard the peace and build better living in many far- 
reaching fields. 


carrying 39,000 to 40,000 Ibs. over the 2,400 miles 
from Alameda, Cal., to Honolulu! 


Said Vice Admiral John D. Price, Deputy Chief 
of Naval Operations: “Squadron VR-2 with its 
145,000-lb. JRM-1 flying boats has provided out- 
standing evidence of the significant role which large 
flying boats can play in meeting the logistic needs of 
national defense. Requiring no prepared forward 
bases . . . the flying boats can provide air lift in 
large tonnage volume with efficiency and economy of 
operation and complete mobility as to bases. Carry- 
ing even larger loads than its sister ships, the Caro- 
line Mars will provide an important boost to the 
total air lift available in the Pacific.” 


It’s another Martin “first” ... building air 
power to save the peace, air transport to serve it! 


THE GLENN L. Martin Co., BALTIMORE 3, Mb. 
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AIRCRAFT 


Builders of Dependable Aircraft Since 1909 
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CROSLEY. Pioneering in Both Receivers 
and T ransmitters—a spectacular example ot 


MANUFACTURING 


What 4 VC'O means to 


CORPORATION 


the American Family 


epee IS A LEADER IN TELEVISION 


a —in Receiving and Telecasting—after 25 


years of pioneering both Broadcasting and Re- 
ceiving in Rado. 

Crosley has experimented with Televi- 
sion since 1939 and early this year began 
commercial operation of WLW-T (Cin- 
cinnati) with the most powerful radiating 
system yet used in the television spec- 
trum. Crosley transmitters in Dayton and 
Columbus are nearing completion. 

Crosley engineering keeps Crosley Tele- 
vision Receiving sets abreast of all tele- 
casting developments. Exclusive with 
Crosley is the Swing-A-View, permitting 
you to tura the picture to suit the family’s 
convenierce. 

Radio Station WLW, the Nation’s Sta- 
tion in Cincinnati, has blanketed the great 
central area of the United States since 
1922. WINS is Crosley’s 50,000-watt sta- 


tion in New York City. Crosley Radios 
and Radio-Phonographs have been in mil- 
lions of American homes for a quarter cen- 
tury. Few companies in Television have 
this solid background. 

Avco, of which Crosley is an important 
part, serves industry and American life in 
the home, on the farm, on the highways 
and the seas. 

Wherever you see the Avco name it 
stands for well-engineered products of last- 
ing value at a reasonable price. 


AEG 


CORPORATION 


420 LEXINGTON AVE., NEW YORK Of 


Operating Divisions 
CROSLEY DIVISION 
Television and Radio Receivers, 
Refrigerators and Appliances 
Cincinnati, Ohio; Richmond, Indiana 
AMERICAN CENTRAL DIVISION 
Steel Kitchen Cabinets and Sin 
Connersville, Indiana 
NEW IDEA DIVISION 
Farm Equipment 
Coldwater and Circleville, Ohio; 
Sandwich, Illinois 
LYCOMING DIVISION 
lircraft and Industrial Engines 
Williamsport, Pennsylvania 
SPENCER HEATER DIVISION 
Heating Boilers and Casting 


Williamsport, Pennsylvania 


Consolidated Subsidiaries 
CROSLEY BROADCASTING CORP. 
Stations WLW and WLW-T 
Cincinnati, Ohio; WINS, New York 
THE NASHVILLE CORPORATION 
Buses, Ranges and Freezers 
CROSLEY DISTRIBUTING CORP. 
1775 Broadway, New York 
Associated Companies 
ACF-BRILL MOTORS COMPANY 
Transit Buses, Trackiless Trolleys 
Philadelphia, Pennsylvania 
HALL-SCOTT DIVISION 
Bus, Truck and Marine Engi) 
Berkeley, California 
NEW YORK ie skiers ILDING CORP. 
Na il Ve x ammercial Ve 
Camden, er Jersey 


Airlines Investments 


AMERICAN AIRLINES, INC. 
PAN AMERICAN AIRWAYS CORP, 





CORP 





